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This study  was designed to contribute to a better understanding of  the dynamics  of rural
retail trade and to document strategies that have been  successfully employed  by  rural communities
to  revitalize their retail sectors.  The  overall goal of the effort  is  to provide information and in-
sights that will enhance informational  programs developed to meet  the needs of rural business-
persons and community  leaders.
A questionnaire was sent to mayors and chamber of commerce presidents in 125 North
Dakota cities ranging from 300 to  10,000 population.  Data from the survey were used along with
the information on trends in retail sales to identify communities to be studied in depth.
The  in-depth community  analyses involved two major data collection efforts.  The first of
these was a series of interviews with community  officials, business proprietors, and other com-
munity leaders.  The second step involved extensive personal interviews of business establishments
in 12  of the  13 study communities.  The questionnaire sought general information about the
business and detailed financial information from  each firm's balance sheet and income statement
that could be used to develop a number of financial ratios and other measures of  business perfor-
mance.  Key findings are discussed below.
*  The more successful towns appeared to have stronger community organizations and better
local cooperation.  A strong Chamber of Commerce was  often the focal point of community
promotion activities, and the presence of a Chamber executive or development coordinator
who was paid on at least a part-time basis seemed to be a key factor contributing to
success.
*  In rural North Dakota there is substantial evidence that capital restrictions  pose a serious
constraint to new business formation and business expansion.  While the business and
community leaders interviewed in this study indicated some variation in attitudes among
communities, they also generally noted a trend of  increased conservatism on  the part of
lenders.  The  most critical capital shortage for new or expanding firms was equity
financing and long-term debt.
*  Transferring the ownership of an existing business can be almost as difficult as financing a
new  one.  In some cases the owner may attach a seemingly  inflated valuation to the
building and/or existing inventory, while in other cases the owner simply cannot find many
prospective buyers.
*  Business recruitment efforts by  these communities included efforts  not only to attract new
basic sector employers but also to  round out the local retail sector.  Frequently, the retail
recruitment efforts  were aimed at replacing a business that had been lost previously.  Local
development organizations often  emphasize that their efforts are aimed at attracting
noncompeting stores, but on  numerous occasions in several communities the study team
was  told that the loss of  one auto dealer, machinery dealer, etc.  hurts the remaining one(s).
The desire and ability of consumers to comparison shop was  the reason most frequently
cited to explain this situation.
*  A major conclusion with respect to promotion of a community's  business sector is that
certain services can be a major attraction factor.  The medical services complex in particular
was frequently cited as a factor that drew people to some towns from a wide  area.  Other
services or facilities frequently cited as attraction factors were schools and grain elevators.
vii* The most  basic problem requiring communitywide action is  the need for economic diver-
sification in rural communities that are heavily dependent on agriculture.  Some  of the
communities studied had achieved at least limited success in broadening their economic
base.  Their experience indicates that successful economic development  efforts require a long-
term commitment  and effective  coordination of effort  among the community's business and
civic leaders, as well as an awareness of resources that may  be available from higher levels
of government.  Such an effort emphasizes (1) determining community goals and (2)
identifying available resources and constraints with the aim of  (3)  identifying the town's
comparative advantages relative to other towns and localities.
*  Turning to the needs  of individual businesses, both  business proprietors and community
leaders indicated a high level of interest in technical assistance for businesses.  Areas
frequently mentioned included financial management, developing business plans, merchan-
dising, inventory management, personnel management, and customer relations.
Unless the economic base of many rural communities can be broadened through develop-
ment  efforts, towns  may find  themselves competing for shares of a stable or even shrinking retail
sales volume.  On the other hand, attracting a new  basic employer does  not guarantee local retail
success.  If local merchants cannot meet  the expectations of their clientele, these individuals will
likely  increase their patronage of urban malls.  Small town  retailers must  be in touch with their
market if they  are to  retain and expand their market share.
The  degree of interdependence among a town's businesses and between businesses and
service facilities may  often  be underestimated.  It was  often noted that loss of one auto dealer or
furniture store may have a noticeable (negative) spillover effect on  other stores, including those that
were direct competitors.  Similarly, services, such as the medical services complex,  were often cited
as a key factor that drew customers to a town from a wide area.  Business proprietors and
community  leaders should take these interdependencies into account in planning for a town's
future.
The  most important single lesson from  the study  is the need for both individual businesses
and communities to adopt a strategic approach in planning their future.  This approach features an
outlook that anticipates the future, reflects a readiness to make the most of  opportunities arising
from  change, and acts to forestall potential threats.
viiiREVITALIZING THE RETAIL TRADE SECTOR IN  RURAL COMMUNITIES:
EXPERIENCES OF  13 NORTH DAKOTA TOWNS
F.  Larry Leistritz, Timothy L.  Mortensen, Holly Bastow-Shoop,
Joan Braaten-Grabanski,  Alan Schuler, and Julie Fedorenko*
Retail  businesses in  many of North Dakota's smaller  towns have faced
difficult adjustment problems in recent years.  As a result of depressed
conditions both in  agriculture and in  the energy sector, many areas of the
state have experienced declining economic activity and sales volumes during
much of the decade of the 1980s.  For example, taxable sales adjusted  for
inflation declined by  17.9  percent statewide from 1980 to  1987  (Mortensen and
Leistritz  1988b).  Smaller towns experienced more  adverse trends than larger
towns;  the average decrease in  taxable sales was over 30  percent for towns
smaller than 2,500 and was  about 21  percent for towns of 2,500 to  10,000,
compared to a  9.4 percent decrease for towns over 10,000  (Table 1).  Thus,
during the  1980s North Dakota's smaller towns were capturing a  decreasing
share of a  shrinking market.
A  number of factors may be contributing to the declining market share of
the smaller trade centers.  New or expanded shopping malls in  the  larger
cities lure customers out of rural  areas, and improved  roads and more fuel-
efficient  automobiles make it  easier for consumers to travel  substantial
distances to  shop in  larger towns.  In  addition, the advertising media may be
changing consumer preferences in  ways that favor larger trade centers, and
smaller towns may have more businesses that are directly dependent on
supplying farm inputs or marketing farm products.
TABLE  1. DEFLATED TAXABLE SALES BY POPULATION SIZE GROUP, NORTH DAKOTA,
1980-87
Deflated Taxable Salesa  Percentage Change
Town Population  1980  1987  1980-87
Over  10,000  2,362,883,203  2,140,703,851  - 9.40
2,500-10,000  365,349,430  288,916,256  -20.92
1,500-2,500  380,817,189  230,388,266  -39.50
1,000-1,500  204,103,679  129,908,382  -36.35
500-1,000  179,225,427  113,128,472  -36.88
200- 500  135,776,180  86,757,488  -36.10
Less than 200  87,927,349  60,820,496  -30.83
State Total  3,716,082,457  3,050,623,211  -17.91
a1987 constant dollars.
*Leistritz is  professor of Agricultural  Economics;  Mortensen is research
assistant in  Agricultural  Economics;  Bastow-Shoop is  associate professor of
Apparel, Textiles, and Interior Design;  Braaten-Grabanski  and Schuler are
graduate  research assistants;  and  Fedorenko  is  research specialist in
Agricultural  Economics.2
Whatever the causes, the effects of declining retail  volume can be
devastating to  small  towns.  Declining sales can cause businesses to close,
eliminating jobs to  local  residents and  reducing the tax base of  local
governments.  Reduced employment opportunities may  lead to outmigration of
local  residents, which further erodes the clientele base for main street
businesses.  The whole process can become a vicious cycle with economic,
demographic,  and public sector decline reinforcing each other  (Ekstrom and
Leistritz  1988).
Among those affected  by the decline of small  towns are the elderly, who
also comprise a large and growing portion of the population of rural
communities and are perhaps  the most vulnerable.  In  North Dakota,  for
example, the percentage of the  population over age 65  grew from 9.3  percent,
statewide, in 1960 to  12.3  percent  in  1980  (Table 2).  In  the state's
agriculturally dependent counties, these percentages were 10.2 percent in  1960
and  16.7 percent in  1980.  While younger, more mobile residents can choose
where to shop, the elderly are sometimes more limited in  their options.
TABLE 2.  PERCENTAGE OF POPULATION OVER AGE 65
IN  NORTH DAKOTA,  1960,  1970,  and  1980,
BY  COUNTY TYPE
County Typea  1960  1970  1980
Agriculture dependent  10.2  13.2  16.7
Agriculture  important  9.6  11.5  13.1
Other  8.1  8.3  9.1
State Total  9.3  10.7  12.3
aCounty type as classified by Ahearn et al.  1988.
Perhaps the most  important effects of declining business activity in
rural  communities are the social  and psychological  impacts.  As  residents
watch their community decline and deteriorate, they often experience a  sense
of despair and helplessness.  Selective outmigration of the younger and
better-educated residents may leave a  community deficient in  leadership skills
(Tweeten and Brinkman  1976).
This  study was designed to contribute to a  better understanding of the
dynamics of  rural  retail  trade and to document strategies that have been
successfully employed by rural  communities to  revitalize their retail  sectors.
The overall  goal  of the effort  is  to provide information and  insights that
will  enhance informational  programs developed for rural  businesspersons and
community leaders.  Specific objectives  include3
1.  Determining the  recent changes and  current status of  rural  retail
communities in  Indiana, Iowa, and  North Dakota;
2. Identifying successful  organizational  techniques;
3. Identifying  innovative and effective business  funding techniques;
4. Determining the extent and success of new business  recruiting
techniques;
5.  Identifying successful  promotional  campaigns based on  local  resources
or factors;  and
6. Determining the most critical  needs common to business communities.
PROCEDURES
The study was conducted  in  two phases.  The objective of the first  phase
was to  identify candidate communities that would be the subjects of  in-depth
analysis in  Phase 2. Two major data sources were utilized in  Phase 1. First,
secondary data on  retail  sales trends were analyzed to determine the  relative
retail  performance of various towns.  Thirteen towns were eventually selected
for Phase 2  analysis.  Towns that displayed above-average and below-average
retail  sales performance were strong candidates for selection, and their
organizational  structures and  promotional  strategies would be compared and
contrasted.  The  secondary data analysis for North Dakota is  summarized in
Mortensen and  Leistritz  (1988a),  which  includes analysis of trends in  retail
sales and population for 200 North Dakota towns for the period  1980-1986.
The second data source used in  Stage 1  was a  survey of mayors and
chamber of commerce presidents.  A  questionnaire and cover letter  (Appendix A)
were mailed to mayors or chamber of commerce  presidents  in  125 North Dakota
cities ranging from 300 to  10,000 in  population.  Postcard  reminders were sent
to nonrespondents, followed by another survey and cover letter after about
four weeks.  Remaining nonrespondents were then contacted  by telephone
resulting in  115 usable responses  (92 percent).
Data from the survey were used along with the  information on trends in
retail  sales to  identify communities to be  studied in  depth.  Selection
criteria included  the following:
1.  All  communities selected had between 500  and 5,000  residents.
2.  Communities were selected to represent different areas of the state
and communities  of different sizes.
3.  A few towns that were judged to be  influenced by unusual  external
forces were eliminated as atypical.  In  North Dakota this  included
towns located on Indian  reservations and some towns that had  been
greatly affected by large-scale energy development projects.
The communities that were selected for  in-depth study are shown in  Figure 1,
and  some of their salient characteristics are summarized in  Table 3.Figure 1. Cities  Selected for  In-depth Interviews
_  __
_  __TABLE  3.  PROFILE  OF  CITIES  SELECTED  FOR  IN-DEPTH  INTERVIEWS
Distance
Nominal  Deflated  Net  Number  Distance  From  Total
Pull  Factor  Population  Taxable  Sales  Taxable  Sales  Stores  of  From  City  Tax
Change  Change  Change  Change  Open/  Core  Federal  Over  Permit
City  1980  1987  80  to  87  1980  1986  80  to 86  1980  1987  80  to  87  1980  1987  80  to  87  Close  Stores*  Highway  10,000  Holders
--  --  ---  --  ---- 000s-----  ----  ----  ---- 000s----  -----  +7  ----  -- miles----miles--  miles
500-999 Population Group
Gwinner  1.51  1.97  29.90  725  676  -6.8  4,948  7,530  52.2  6,823  7,530  10.4
Maddock  0.85  0.39  -54.50  677  598  -11.7  5,066  2,548  -49.7  6,986  2,548  -63.5
New England  0.84  0.33  -61.20  825  724  -12.2  5,589  2,280  -59.2  7,707  2,280  -70.4
Pembina  0.18  0.23  27.50  673  677  0.6  1,270  1,916  50.9  1,751  1,916  9.4
Stanton  na  na  na  623  729  17.0  494  559  13.1  681  559  -18
1000-2500 Population Group
Ashley  0.49  0.53  9.00  1,192  1,125  -5.6  3,919  4,553  16.2  5,404  4,553  -15.8
Crosby  0.68  0.33  -51.20  1,469  1,429  -2.7  8,316  6,262  -25.1  11,530  6,262  -45.7
Hettinger  0.75  0.86  14.30  1,739  1,794  3.2  10,236  11,771  15  14,115  11,771  -16.6
Lisbon  0.77  0.89  16.00  2,283  2,138  -6.4  13,182  17,947  36.1  18,178  17,947  -1.3
Stanley  0.63  0.46  -27.80  1,631  1,685  3.3  9,530  8,212  -13.8  13,142  8,212  -37.5
2500-5000 Population Group
Bottineau  0.88  0.55  -37.80  2,829  2,793  -1.3  23,735  18,868  -20.5  32,731  18,868  -42.4
Carrington  0.86  0.74  -14.00  2,641  2,529  -4.2  20,793  18,462  -11.2  28,674  18,462  -35.6

































































SCore stores were defined to include grocery  stores, convenience stores, restaurants, hardware stores, gas stations, liquor and drug stores, and automobile and
farm equipment dealers.  These store types  were felt to be those most  commonly found  in, and essential  to, small rural business districts.
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The in-depth community analyses  involved two major data collection
efforts.  The  first of these was a series of  interviews with community
officials, business proprietors, and other community leaders.  County
Extension Agents were the first contact  point to  identify appropriate persons
to interview, and networking techniques  (whereby interviewees were asked to
suggest other key  people to whom the  interview team should talk) were also
used to expand the contact network.  The  interviewers were provided with a  set
of questions to guide the  interviews.  Many of the questions  (e.g.,  concerning
recruitment or promotional  strategies or a  general  assessment of the  local
business climate) were common to all  participants, but supplemental questions
were added for particular classes of  respondents  (e.g.,  bankers,  community
economic development  representatives).  An  average of about  10  interviews were
conducted in  each town with most of the following persons  represented.
1.  The mayor.
2.  A  representative of local  chamber of commerce and/or local  economic
development corporation.
3.  Proprietors of dominant businesses  (as  identified by  local
informants).
4.  A  local  banker.
5.  A  newspaper and/or radio station representative.
6.  Other community leaders.
Interviews typically required  1  to 1.5 hours to complete.
In  addition to the extensive personal  interviews with community leaders,
economic development  personnel,  and operators of selected  retail  businesses,
the North Dakota project team conducted a  structured survey of business
establishments in  12 of the  13 study communities.  The survey form and  return
envelope were personally delivered to the business establishments, and in  most
cases, the purpose of the study was explained to the proprietor or manager.
The questionnaire (available on  request) consisted of two parts.  The first
part asked for general  information about the business (e.g.,  type of
ownership, major products sold, marketing practices).  The second part  asked
for detailed financial  Information from each firm's balance  sheet and  income
statement that could be used to develop a  number of financial  ratios  and other
measures of business performance.  Follow-up telephone calls were made to
those who had not returned the survey after a  certain period;  the purpose of
the study was explained again, and any questions relative to the  survey were
answered.
A total  of 214 usable surveys were returned for a response rate of about
72  percent.  About two-thirds of the  respondents provided both general
business  information and the financial  profile of their firm, while the
remaining one-third provided information about their general  operations only.7
FINDINGS
The major findings of the study are summarized  in  the sections that
follow.  First, the  results of the secondary data analysis are presented,
followed by  the major findings of the mail  survey of mayors and chamber of
commerce officials.  The major findings of the interviews with community
leaders are presented next, followed by  results of the survey of retail
businesses.
Recent Trends in  Retail  Sales and Population
Because  recent trends in  retail  sales and population have been discussed
in  detail  elsewhere (Mortensen and  Leistritz  1988a;  Mortensen and  Leistritz
1988b),  only a  brief summary is  presented here.  Data on taxable sales  (and
purchases) by town for 1980 to  1987;  census population counts for 1980;  and
population estimates for 1982,  1984, and  1986 were used to analyze changes in
sales, population,  and trade area capture.  Because the community interviews
were conducted during the period May-August  1988,  recent changes in  sales and
population are emphasized.
Nominal  taxable sales for the state increased  2.37 percent in  1987  for
the first time since 1984.  This was due in  part to several  factors  including
both decreased production costs and  increased prices  (for some commodities) in
the agricultural  sector and slight  increases in  energy-related activity.  The
increase was  recorded in  spite of a  state population decrease of  1.07  percent
to 672,000  residents in  1987--a level  slightly less than the state had in  1982.
Examining nominal  taxable sales by size group reveals that cities with a
1980  population of 500 or more  residents  (with the exception of the  1,000-1,500
group) showed increases  ranging from about 1  percent to nearly 3  percent  between
1986  and  1987  (Figure 2).  Cities with populations of  less than 200 and between
1,000-1,500 showed  losses  (0.63 percent  and 0.08 percent,  respectively) during
the same period.
Between  1980  and 1987  only the top two size groups  (population of 2,500
and over) had  increases in  nominal  taxable sales  (Figure 2).  Cities with a
population of 2,500-10,000 gained enough to nearly equal  the level  they held
in  1982 and showed a  9.05 percent  increase from  1980 to  1987.  The cities in
the five smallest population groups  (less than 2,500)  showed decreases ranging
from 16.57  percent for those with populations of  1,500-2,500 to 4.61  percent
for those with populations of less than 200.
Retail taxable sales for 1980 to  1987 were adjusted to 1987  constant
dollars  using the consumer price index  (U.S.  Dept.  of Labor) to facilitate
comparison of  real  purchasing power between time periods.  This conversion
shows that  all  city size groups experienced a  decrease in  real  taxable sales
since  1980 (Figure 2).  The decrease was less  severe between  1986 and  1987
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Figure 2. Nominal and Taxable  Sales 1980 to 1987, by Population  Size Group
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North Dakota as a  whole, while experiencing an  increase in  nominal sales
between  1986  and  1987,  showed a  decrease  of 1.28  percent in  real taxable
spending.  Real  retail  sales activity decreased nearly  18  percent between  1980
and  1987.  Cities with over 10,000 population were not as  severely affected
(as a  whole)  by this decrease, but decreases of over 30 percent to nearly 40
percent clearly  had an  impact on  retailers in  cities with  less than 2,500
residents.
Perhaps a  more  revealing analysis of taxable sales is  to examine the
market share  of city population  size groups.  Market  share is  the percent of
total  state taxable sales for an  individual  city or a  population size group.
While cities with over  10,000  residents constituted  just over 40  percent of
the  state's population  in  1986,  they accounted for  over 70  percent of the
taxable  sales in  the state in  1987--up from about a  65  percent market share
just seven years earlier  (Figure 3).  All  other size  groups except towns  under
200  population showed a decrease in  market share.
Cities with populations  of 2,500-10,000 exhibited the  least absolute
decrease in  market share  among the smallest six groups.  Their market share
fell  from just over 9.8  percent  in  1980  to about 9.5  percent in  1987.
The five smallest  population size  groups, while accounting for about 27
percent of  retail  taxable  sales in  1980,  showed a  decrease in  market share of
over 23 percent  by  1987 to a  20.35 percent market share.  During the period
1980 to  1986  these cities exhibited about a 1  percent  increase  in  population.
Trade area capture  (TAC) analysis was used  to estimate the number of
consumer equivalents purchasing taxable merchandise in  a  particular city's
trade  area.  TAC  incorporates county and  state per capita income and  local  and
state expenditure factors that  affect a  community's trade area.  The
underlying assumption of TAC is  that  local  tastes and preferences,  after
adjusting for differences in  per capita income, are  similar to the state's
(Harris  1984).
Pull  factor analysis is  used to estimate the portion of consumer
equivalents doing business in  a  particular city.  It  is  derived by dividing
the trade area capture by the trade area population.  A  trade area's
population consists of populations of the city, surrounding townships, and
other cities within the trade area boundaries.
Dividing TAC by trade area population produces an estimate of changes in
pull  factors net of trade area population changes.  This factor indicates the
degree to which a  community is  capturing the taxable sales expenditures of
trade area residents and  indicates more or less per capita spending in  a  local
community compared to that of the state average.
Trade area capture estimates and pull  factors were derived for over  100
North Dakota communities  for 1980  and  1987.  Trade area capture  and pull  factors
are  not analyzed for the  largest city size group because of  insufficient data
concerning trade area size for three major trade centers  in  that group.10
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Trends  in  community performance in attracting  retail  trade are  illustrated
in  Figure 4. Cities with populations  of 2,500-10,000 showed a  decrease in
average pull  factor of 11.42  percent between  1980  and  1987.  Only three of nine
cities in  this population group showed a  gain  in  their pull  factor between  1980
and 1987.
The next population size group--towns between  1,500  and 2,500  population--
revealed  the  greatest  percentage  decrease  in  their  average  pull  factor between
1980  and  1987.  The  pull  factor  declined  28.7  percent  from  1980  to  about  62
percent  in  1987.  Only three of  21  cities  in  this population group showed an
increase in  their pull  factor between  1980 and  1987,  and  only six  of 21
increased between  1986  and  1987.
The next two size groups  (1,000-1,500 and  500-1,000)  each had  a
decreased pull  factor between  1980 and  1987 of about 21  percent.  Both also
showed only marginal  changes between  1986  and  1987.
While cities' pull  factors for  the 200-500 population size  group slipped
15.6  percent between 1980  and  1987,  the decrease  became more pronounced
between  1986  and  1987 when they declined over 6 percent.
Missing data for Fargo,  Grand Forks, and West  Fargo make analysis of
pull  factors  for the  state's  largest cities questionable at best.  However,
the pull  factor decreases, shown by  all  five  smaller population size  groups,
lead to  the implicit  conclusion that what was  lost  in  the smaller cities was
gained by  the  state's larger  retail  trade centers.  This conclusion is
supported by  increases  in  market share by cities over  10,000 population.
Survey of City Officials
As discussed earlier, a  mail  survey of mayors or chamber of commerce
presidents of  125 North Dakota towns with populations between  300 and  10,000
produced 115  usable  responses.  The city officials were asked whether their
town  had an  active organization that worked with retail  businesses.  Over 80
percent of the cities surveyed had such  organizations (Table 4).  Nearly all
(90 percent) of the  cities in  the largest three population groups  (i.e.,  those
greater than  1,000 population)  had a chamber of commerce, commercial  club, or
other similar organization.  A  majority of cities in  the two smallest
population  groups also  had these types of organizations with groups four and
five having 75  percent and  61.5 percent,  respectively.
The organizations' activities varied  somewhat and were combined  into
four major activity groups  (Table 5).  About  56 percent of the total  indicated
their organization  actively promotes and  helps to maintain  existing
businesses.  This category also includes activities such as  community
development, providing a better business atmosphere,  and sponsoring  retail
events such  as crazy days.12
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TABLE 4.  PERCENTAGE OF CITIES HAVING AN ACTIVE ORGANIZATION CONCERNED WITH  RETAIL TRADE
_Population  Size  Group
2,500-10,000  1,500-2,499  1,000-1,499  500-999  300-499




-------------  -percent  of  population  group  -------
Percent  of  group
having  an  organization  100.0  90.5  95.7  75.0  61.5  100.0
TABLE  5.  PERCENT  OF  GROUP  INDICATING  ORGANIZATION  ACTIVITY
Population  Size  Group  % Of
2,500-10,000  1,500-2,499  1,000-1,499  500-999  300-499  Total
N=6  N=21  N=23  N=40  N=26  N=116
--------------percent  of  population  group-------------
Promote/maintain
business  83.3  52.4  56.5  37.5  38.5  56.0
Re-open/attract  new
business  50.0  42.9  39.1  60.9  15.4  33.8
Commercial  services/
social  activities  0.0  42.8  39.1  25.0  30.8  31.0
Tourist  promotion  50.0  9.5  4.3  0.0  0.0  5.2
Over  one-third  of  the  cities  had  organizations  that  were  active  in
reopening  or  attracting  new  businesses.  Types  of  assistance  included
financing,  examining  needs,  and  seeking  industrial  development.  Thirty-one
percent  said  their  organization  was  involved  in  commercial  service  and  social
activities.  Only  about  5 percent  of  the  total  indicated  that  they  actively
promoted  tourism,  and  all  the  cities  indicating this  response  were  greater
than  1,000  in  population.
Officials  were  asked  if  their  city had  any  dominant  businesses  that
attracted  customers  from  a  trade  area  larger  than  normal  for  other  businesses
in  the  community.  Over  60  percent  of  the  surveyed  cities  indicated  at  least
one  dominant  business.  Table  6 shows  the  breakdown  of  dominant  businesses  by
population  group.  Nearly  20  percent  said  farm  equipment  or  implement  dealers
were  a dominant  business.  That  this  response  was  from  cities with  less  than
2,500  population  highlights  the  importance  of  farm  equipment  sales  and  the
farm  economy  in  general  in  smaller  rural  communities.  About  14  percent
indicated  that  a  grain  elevator  was  a  dominant  attraction.  Medical  services
(doctor,  dentist,  etc.)  accounted  for  a  12.9  percent  response  overall  and  were14
TABLE 6.  PERCENT OF GROUP INDICATING A STORE TYPE AS DOMINANT BUSINESS THAT ATTRACTS
CUSTOMERS BY POPULATION GROUPa
Population Size Group  % Of
2,500-10,000  1,500-2,499  1,000-1,499  500-999  300-499  Total
Store Type  N=6  N=21  N=23  N=40  N=26  N=116
----------------- percent of population group------------
Farm equipment/
implement  0.0  19.0  26.1  17.5  23.1  19.8
Elevator  16.7  0.0  8.7  20.0  19.2  13.8
Medical  doctor.,  etc.  16.7  9.5  26.1  15.0  0.0  12.9
Grocery  16.7  9.5  8.7  7.5  11.5  9.5
Convenience  0.0  0.0  0.0  2.5  0.0  0.8
Restaurant/fast-food  0.0  0.0  4.3  5.0  3.8  3,4
Hardware  0.0  9.5  0.0  0.0  3.8  2.6
Bus/service station  0.0  0.0  0.0  0.0  3.8  0.8
Building/lumber  0.0  0.0  0.0  0.0  3.8  0.8
Clothing  0.0  4.8  0.0  0.0  0.0  0.8
Furniture  0.0  4.8  0.0  2.5  0.0  1.7
Auto dealer  16.7  9.5  0.0  0.0  3.8  3,4
Drugstore  0.0  0.0  4.3  0.0  0.0  0.8
Gift/craft/specialty  0.0  0.0  4.3  0.0  0.0  0.8
Auto supply/parts  0.0  4.8  0.0  0.0  0,0  0.8
Oil  companies  0.0  0.0  0.0  2.5  0.0  0.8
Repair/welding  0.0  4.8  4.3  2.5  15.4  6.0
Implement/car dealer  0.0  0.0  0.0  2.5  0.0  0.8
Manufacturing company  0.0  4.8  4.3  2.5  0.0  2.6
Bank  0.0  0,0  4,3  7.5  3.8  4,3
Livestock Auction  0.0  4.8  4.3  5.0  0.0  3.4
Meat manufacturing  0.0  0.0  4.3  2.5  7.7  3.4
Discount store  33.3  4.8  0.0  0.0  0.0  2.6
Mall  16.7  0.0  0.0  0.0  0.0  0.8
Electrical  co-op  0.0  0.0  4.3  7.5  0.0  3.4
Recreational  16,7  0.0  0.0  2.5  0.0  1.7
Gov't. office  0.0  0.0  4.3  0.0  0.0  0.8
Other  0.0  14.3  8o7  2.5  3.8  6.0
especially  important for cities with a population between  1,000  and  1,500.
Not surprisingly, grocery stores were the fourth most frequent response  (9.5
percent) and  were indicated  as  being a dominant store type in  all  size groups.
When city officials were asked their opinion  of how their city's retail
sector had done during the past few years,  11.3 percent of the total  indicated
it  had  "done fairly well"  (Table 7).  Forty percent said their retail  sector
had  "held its own,"  and  nearly 42  percent said it  had declined somewhat.  Only
7 percent perceived  it  to have "gone down the tubes."15
TABLE  7.  OPINION  OF  "HOW  CITY'S  RETAIL  SECTOR  IS  DOING"  BY  POPULATION  SIZE  GROUP
Population  Size  Group  % Of
2,500-10,000  1,500-2,499  1,000-1,499  500-999  300-499  Total
Store  Type  N=6  N=21  N=23  N=40  N=26  N=116
----------------- percent  of  population  group------------.
Declined  somewhat  50.0  57.1  32.5  47.5  26.9  41.7
Held  its  own  16.7  33.3  52.2  32.5  53.9  40.0
Done  fairly  well  33.3  9.5  8.7  15.0  3.9  11.3
Gone  down  the  tubes  0.0  0.0  8.7  5.0  15.4  6.9
When  asked  which  businesses  have  done  "best"  in  their  community,
officials  responded  with  a  wide  variety  of  answers.  Over  60  percent  of the
total  indicated  grocery  stores  as  doing  "best"  (Table  8).  The  second  most
frequent  response  (33.6  percent)  was  eating  establishments  (restaurants  and
fast  foods).  Gas  stations,  farm  equipment/automobile  dealers,  hardware
stores,  and  liquor establishments  ranked  third  through  sixth,  respectively,
with  each  having  a  response  rate  greater  than  10  percent  of  the  total.
TABLE  8.  PERCENT  OF  GROUP  INDICATING  A "BEST"  STORE  TYPE  BY  POPULATION  GROWTH
Population  Size  Group  % Of
2,500-10,000  1,500-2,499  1,000-1,499  500-999  300-499  Total
Store  Type  N=6  N=21  N=23  N=40  N=26  N=116
------------------ percent  of  population  group-----------
Grocery  33.3  76.2  82.6  50.0  53.8  61.2
Restaurant/fast  food  83.3  28.6  34.8  32.5  26.9  33.6
Gas/service  station  16.7  23.8  13.0  25.0  19.2  20.7
Farm  equipment/auto  33.3  28.6  13.0  17.5  19.2  19.8
Tavern/liquor  0.0  9.5  13.0  15.0  30.8  16.4
Hardware  16.7  14.3  8.7  20.0  15.4  15.5
Clothing  stores  33.3  19.0  13.0  0.0  0.0  7.8
Drug  store  16.7  4.8  26.1  2.5  3.8  8.6
Elevator  0.0  0.0  8.7  7.5  19.2  8.6
Auto  supply/parts  0.0  9.5  4.3  0.0  3.8  3.4
Oil  company  0.0  0.0  8.7  0.0  11.5  4.3
Repair/welding  0.0  0.0  4.3  7.5  3.8  4.3
Meat  manufacturing  0.0  0.0  0.0  0.0  3.8  0.8
Furniture  appliance  0.0  14.3  4.3  2.5  0.0  4.3
Variety/department/misc  50.0  9.5  4.3  5.0  0.0  6.9
Other  0.0  19.0  8.7  17.5  7.7  12.916
Conversely,  officials  also  were  asked  their  opinion  of  which  businesses
had  "not  done  well."  Interestingly,  some  of  the  same  businesses  that  had  done
"best"  in  some  cities  had  done  poorly  in  others.  Not  surprisingly,  farm
equipment/automobile  dealers  ranked  at  the  top  of  the  list  with  31.9  percent
of  the  respondents  indicating  poor  performance  (Table  9).  This  again  is  an
indication  of  the  poor  financial  conditions  in  the  agricultural  sector  during
the  past  few  years.  Clothing  stores  were  ranked  second;  19  percent  of  the
officials  indicated  the  stores  had  not  done  well.  In  addition  to  the  poor
farm  economy,  the  poor  performance  by  clothing  stores  may  also  indicate  a
shift  in  trade  patterns.  People  may  be  traveling  to  the  larger  regional  trade
centers  for  apparel  shopping  along  with  other  items  (Leistritz  et  al.  1987).
Eating  establishments  ranked  third  in  poor  performance  at  16.4  percent.
Although  ranking  second  as  businesses  doing  "best,"  they  seem  to  be  doing
poorly  in  cities  having  lower  populations,  especially  cities  less  than  500
population.  Ranking  fourth,  fifth,  and  sixth were  building  materials,
hardware,  and  liquor  establishments,  respectively.
TABLE  9.  PERCENT  OF  GROUP  INDICATING  "POOR"  STORE  TYPE  BY  POPULATION  GROUP
SPopulation  Size  Group  % Of
2,500-10,000  1,500-2,499  1,000-1,499  500-999  300-499  Total
Store  Type  N=6  N=21  N=23  N=40  N=26  N=116
---------------- pe rcent  of  population  grou p-----------
Farm  equipment/auto  50.0  23.8  30.4  30.0  38.5  31.9
Clothing  16.7  19.0  26.1  20o0  11.5  19.0
Restaurant/fast  food  0.0  9.5  4.3  15.0  38.5  16.4
Tavern/liquor  16.7  19.0  13.0  12.5  11.5  14.7
Building/lumber  0.0  14.3  17.4  12.1  15.4  13.8
Hardware  16.7  14.3  21.7  5.0  11.5  12  1
Grocery  0.0  9.5  4.3  7.5  19,2  9.5
Gas/service  station  0.0  9.5  4.3  10.0  15.4  8.6
Agriculture  related  16.7  0.0  4.3  0.0  0.0  1 7
Drug  store  0.0  0.0  0.0  5.0  3.8  2.6
Elevator  0.0  0.0  0.0  2.5  3.8  1 7
Gift/craft/specialty  16.7  14.3  4.3  0.0  11.5  7.8
Auto  supply/parts  0.0  0.0  4.3  0.0  0.0  0.8
011  company  0.0  9.5  0.0  0.0  0.0  1.7
Repair/welding  0.0  0.0  0.0  2.5  3.8  1.7
Furniture/appliance  16.7  4.8  8.7  0.0  3.8  4.3
Variety/department/misc  0.0  0.0  4.3  5.0  0.0  2.6
Other  0.0  14.3  4.3  20.0  11.5  12.9
Respondents  were  asked  to  indicate  the  number  of  occupied  buildings  and
the  number  of  vacant  buildings  suitable  for  occupancy.  The  responses  for
these  questions  are  shown  in  Tables  10  and  11.  Interestingly,  cities of  all
sizes  had  seemingly  large  numbers  of  suitable  building  spaces  available  for
occupancy.  For  example,  100  percent  of the  cities  in  the  300-499  population
group  indicated  from  6  to  25  available  buildings.17
TABLE  10.  NUMBER  OF  OCCUPIED  BUILDINGS  BY  POPULATION  SIZE  GROUP
Population  Size  Group  % Of
Buildings  2,500-10,000  1,500-2,499  1,000-1,499  500-999  300-499  Total
Occupied  N=6  N=21  N=23  N=39  N=25  N=114
- --  -------- ,----percent  of  population  group------------
0  - 5  0.0  0.0  0.0  5.1  16.0  5.3
6  - 15  0.0  0.0  4.4  59.0  80.0  38.6
16  - 25  0.0  9.5  52.2  30.8  4.0  23.7
26  - 35  16.7  42.9  39.1  5.1  0.0  18.4
36  - 50  33.3  42.9  4.4  0.0  0.0  10.5
GT  50  50.0  4.8  0.0  0.0  0.0  3.5
TABLE  11.  NUMBER  OF  AVAILABLE  BUILDINGS  BY  POPULATION  SIZE  GROUP
Population Size  Group  %  Of
Buildings  2,500-10,000  1,500-2,499  1,000-1,499  500-999  300-499  Total
Available  N=6  N=21  N=23  N=40  N=24  N=114
---------------- percent of  population  group----------
0  - 5  0.0  0.0  0.0  2.5  0.0  9.0
6  - 15  0.0  0.0  0.0  52.5  91.7  37.7
16  - 25  0.0  4.8  30.4  35.0  8.3  21.1
26  - 35  0.0  28.6  56.5  10.0  0.0  20.2
36  - 50  16.7  47.6  13.0  0.0  0.0  12.3
GT  50  83.3  19.1  0.0  0.0  0.0  7.9
Table  12  shows  the  number  of  stores  that  opened  and  closed  in  the  five
population  size  groups.  Overall,  every  city  size  group  had  a  net  loss  of
businesses.  The  largest  size  towns  (2,500-10,000)  accounted  for only  about  12
percent  of  the  total  net  loss  of  138  businesses.  The  500-999  population
group,  while  accounting  for  34.4  percent  of  the  cities  surveyed,  lost  about  30
percent  of  the  total.
The  average  number  of  stores  per  city  by  store  type  and  population  group
is  shown  in  Table  13.  The  average  number  of  stores  varies  by  population
group,  but  generally  liquor  establishments,  gas  stations,  restaurants,
grocery,  and  hardware  stores  comprised  the  top
five.18
TABLE  12.  NET  GAIN  (LOSS)  OF  STORES  BY  CITY  SIZE  GROUP
Population  Size  Group
2,500-10,000  1,500-2,499  1,000-1,499  500-999  300-499  Total
N=6  N=21  N=23  N=40  N=26  N=116
Total  closed  37  69  63  84  57  310
Total  opened  20  40  34  43  35  172
Net  loss  17  29  29  41  22  138
--.---.------------ Percent  of Group------------------
Percent  showing  net  loss  83.3  57.1  60.9  55.0  53.8
----  ------. Percent  of  Total--------------
Group  as  a percent.
of  total  5.1  18.1  19.8  34.4  22.4  100
Group  as  a  percent
of total  net  loss  12.3  21.0  21.0  29.7  15.9  100
TABLE  13.  AVERAGE  NUMBER  OF  STORES  BY  TYPE  AND  POPULATION  SIZE  GROUP
Population  Size  Groupo
2,500-10,000  1,500-2,499  1,000-1,499  500-999  300-499
Store  Type  N=6  N=21  N=23  N=40  N=25
----------------  -------- number----------
Liquor/bar  10.2  4.8  4.2  2.3  1.7
Gas  Station  4.5  3.9  3.2  2.0  1.6
Restaurant  9.8  3.8  3.0  1.9  1.4
Grocery  3.2  2.2  1.8  1.2  0.9
Hardware  2.7  2.0  1.4  0.6  0.5
Building  materials  2.5  1.6  1.1  0.6  0.4
Farm  equipment  3.0  2.4  1.6  0.8  0.4
Cleaners  2.5  1.4  1.0  0.5  03  o
Bowling  1.0  1.0  0.8  0o3  0.2
Appliances  2.7  1,3  0,8  0.2  0.1
Variety  store  1.5  0.9  0.4  0.2  0.1
Convenience  3.0  1.5  1.1  0.6  0.1
Automobiles  2.5  1.8  1.1  0.4  0.1
Pharmacy  2.3  1.6  1.1  0.5  0.1
Women's  clothes  1.8  1.0  0.3  0.1  0.0
Furniture  2.0  1.0  0.2  0.1  0.0
Kids' clothes  0.2  0.5  0.0  0.1  0.0
Mens' clothes  1.2  0.8  0.2  0.1  0.0
Department store  3.0  1.1  0.3  0.1  0.019
The average number of persons per store was calculated by  dividing the
city's population by the number of stores  indicated  (Table 14).  Not
surprisingly, the average number of  persons per store decreased as  population
decreases.  This  indicates a  much broader customer base and probably a  more
profitable business in  the larger cities.  Comparisons can  be made for
individual  cities in  a  certain population group for specific store types to
see how they compare with the average for the group.
TABLE 14.  AVERAGE NUMBER OF PERSONS PER STORE BY TYPE AND POPULATION SIZE GROUP
Population Size Group
2,500-10,000  1,500-2,499  1,000-1,499  500-999  300-499  Average
N=6  N=21  N=23  N=40  N=25  N=115
-------------------------------- number----------..----------------
Liquor/bar  524  415  319  372  285  358
Gas  station  1,027  610  401  460  281  472
Restaurant  458  573  509  450  348  463
Grocery  1,465  898  748  631  419  707
Hardware  1,850  982  907  706  430  870
Building materials  1,729  1,312  1,045  685  413  983
Farm equipment  1,745  906  765  553  401  783
Cleaners  1,857  1,469  1,191  746  418  1,118
Bowling  4,488  1,861  1,204  753  420  1,556
Appliances  1,689  1,355  973  658  430  1,105
Variety store  2,942  1,871  1,099  732  413  1,559
Convenience  1,456  1,280  1,097  640  410  1,039
Automobiles  1,713  1,246  1,032  725  446  1,053
Pharmacy  1,960  1,322  1,140  778  462  1,153
Women's clothes  1,834  1,470  1,070  812  0  1,231
Furniture  2,075  1,687  1,300  764  466  1,558
Kids' clothes  2,829  1,644  1,240  790  0  1,507
Men's clothes  2,915  1,697  1,268  776  0  1,792
Department store  2,274  1,597  1,269  758  466  1,48620
Table  15  shows  the  percentage  of cities  in  a population  group  having  at
least  one  of  a  particular  store  type.
TABLE  15.  PERCENT  OF  CITIES  IN  POPULATION  GROUP  HAVING  AT  LEAST  ONE  STORE
Percent
_  Population  Size  Group  of
2,500-10,000  1,500-2,499  1,000-1,499  500-999  300-499  Total
Store  Type  N=6  N=21  N=23  N=40  N=25  N=115
---------------- percent of  population  group---------------
Liquor/bar  100  100  100  100  100  100
Gas  station  100  100  96  98  88  96
Restaurant  100  100  100  98  100  99
Grocery  100  100  100  95  92  97
Hardware  100  95  91  53  48  70
Building  materials  100  95  83  50  44  66
Farm  equipment  100  95  87  50  44  67
Cleaners  100  95  96  50  32  66
Bowling  100  100  74  35  24  56
Appliances  83  81  52  20  12  39
Variety  store  100  86  52  15  12  39
Convenience  100  95  83  45  8  57
Automobiles  100  95  83  43  12  57
Pharmacy  100  100  100  48  8  61
Women's  clothes  100  62  26  13  0  26
Furniture  83  81  22  8  4  27
Men's  clothes  67  57  17  8  0  20
Department  store  100  62  30  13  4  28
Kids'  clothes  17  38  4  8  0  1121
Findings of Community  Interviews
As mentioned previously,  13  communities were selected for  in-depth  case
studies  (see Figure  1  and Table 3).  These towns  range in  population from
about  600 to almost 3,100  and appear to be representative of the state's  small
and moderate-size trade centers.  All  of the towns  are  located in  areas where
agriculture  is  a  major'component  of the economic base, but some towns have
somewhat diversified economies.  Notable among these are Gwinner  and Lisbon
(which have benefited from the  growth of the Melroe Manufacturing Company near
Gwinner),  Pembina  (site of a  bus manufacturing plant),  and  Stanton  (site of
two  large electric  power plants and a  coal  mine).  Several  of the western
North Dakota communities  had been  affected by the decline in  petroleum
exploration  and  extraction activities in  recent years,  but towns that had been
most dependent on oil  activity were excluded  from the sample.  (For additional
data about the economic base of these communities, see Appendix Tables 1,  2,
and 3.)
The  key findings of the community  interviews are  summarized in  the
sections that follow.  These findings are  grouped  into five major categories:
(1)  organizational  techniques, (2)  business financing, (3)  business
recruitment,  (4)  promotional  campaigns, and (5)  critical  needs of business
communities.
Organizational Techniques
The more successful  towns generally appeared to  have stronger community
organizations  and better local  cooperation.  A  strong Chamber of Commerce was
often the focal  point of community promotion activities, and  the presence of a
Chamber executive or development coordinator who was paid on  at  least a  part-
time basis seemed to be a  key factor  contributing to success.  Among the towns
surveyed, 3  had  paid development coordinators  at the time of the survey  (Table
16).  Employing a  development coordinator appeared to be a  definite trend
among the  larger towns;  Carrington and Bottineau  had  hired coordinators only
recently, and Lisbon  switched from a  part-time to a  full-time person during
the course of the study.
Among the  towns that were selected for  in-depth study, Lisbon appeared
to have one of the  best organized development efforts  (see Figure  5).  Their
economic development effort  is  organized as  an  integral  component of the
Chamber of Commerce.
Carrington  offered an example  of cooperation between county and  city
governments.  The county and  city had  recently  pooled their resources to hire
a  full-time  development coordinator.  Similarly, Crosby  and Divide  County had
joined with two other counties to fund a  tri-county development office.  Some
of the other towns, however, offered examples of the difficulty that
neighboring towns have in  cooperating  for development.  County officials were
sometimes  reluctant to help fund development efforts, possibly because of
concerns that  the dominant town would  receive most of the benefits.TABLE 16.  SELECTED ATTRIBTUES OF TOWNS SELECTED FOR IN-DEPTH ANALYSIS
ITCITY
rFEM 00
COUNTY  SEAT TOWN  YES  YES  YES  YES  NO  YES  YES  NO  NO  NO  YES  YES  YES
DIST FROM CITY OF 10,000 (MILES)  95  80  42  70  85  68  70  100  25  75  64  56  60
DIST. FROM INERSTATE (MILES)  60  150  42  220  40  68  40  100  25  0  116  129  35
RETAIL SALES INC/DEC (80-87)  DEC  DEC  DEC  DEC  DEC  DEC  DEC  DEC  DEC  DEC  DEC  DEC  DEC
POPULATION INC/DEC (80-86)  DEC  DEC  DEC  DEC  DEC  INC  DEC  DEC  DEC  INC  DEC  INC  DEC
PAID  ED PERSON (PT OR FT)  NO  YES  YES  NO  NO  NO  YES  NO  NO  NO  NO  NO  NO
. YES  YES  YES  YES  YES  YES  YES  YES  YES  YES  YES  NO  NO
ED CORPORATION/STARTING  DATE  1968  7  1960  1987  1959  1987  ?  1960  1978  1947  1960  -
GENERAL APPEARANCE OF CITY a  1  1  2  2  3  1  1  3  2  3  2  2  2
NOc  '-r  YES-crY
TAX LEVY  FOR ED-COUNTYICITY  NO  NO  NO  NO  NO  NO  NO  NO  O  NO  NO  NO
FESTIVALS  YES  YES  YES  YES  YES  YES  YES  YES  YE  S  YES  YES  YES
PROMOTIONAL HOME TOWN DOLLARS  NO  NO  YES  YES  NO  YES  YES  YES  YES  NO  YES  YES  YES
RADIO STATION  NO  YES  YES  NO  NO  YES  YES  NO  NO  NO  YES  NO  NO
NEWSPAPER  YES  YES  YES  YES  NO  YES  YESYES  YES  YES  YES  YES  NO
DEGREE OF CITY/COUNTY COOPERATION  b  PG  G  VG  PF  G  VG  PF  FG  PG  GF  PP  P  VG
BUSINESS  DIRECTORY  NO  NO  YES  YES  YES  YES  YES  NO  NO  NO  YES  NO  NO
a 1= VERY NICE. 2=AVERAGE, 3=NEEDS IMPROVEMENT  b P=POOR,  F=FAIR, G=GOOD,  VG=VERY GOOD.
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Availability of adequate financing is  often seen  as the key  to rural
economic development, although some  authors have pointed out  that capital
availability is  a  necessary, but  not a  sufficient, condition for successful
development  (Daniels and  Crockett  1988;  Prestwich  1988).  In  rural  North
Dakota, however, there  is  substantial  evidence that capital  restrictions pose
a  serious constraint to new  business formation and business expansion.  While
the business and community  leaders interviewed  in  this study indicated some
variation in  attitudes among communities, they also generally noted a  trend of
increased conservatism on the part  of lenders.  Bad experiences with some past
loans were often cited as  reasons  for lender  resistance.
In  most of the communities,  local  banks were still  regarded  as  a
reliable source of operating  capital  for established businesses,  but  financing
for a  new venture or change of ownership of an existing  business would  be more
difficult.  Local  bankers  indicated that a  new business would need a  sound
business plan and  substantial  owner equity to qualify for a  loan.  Thus,  it
appears that entrepreneurship in  the  state's  rural  counties may be  constrained
by the limited  number of people who have sufficient personal  wealth to finance
a  new  firm.
A  recent development that may exacerbate the problems of financing  rural
businesses is  the growth of branch banking in  the state.  The managers of
branch banks were seen as  having  less  community interest  and concern than  the
typical  proprietor of a locally owned establishment.  Branch  bank managers
were perceived  as  preferring to  invest deposits in  larger, more stable
communities, but  some  local  branch managers may  have only limited decision-
making authority.  Credit unions appeared to  be  filling some of the gap
created by the  restructuring of the banking  industry, and  they appeared to be
more willing to make  loans  to businesses in  smaller towns.
The most critical  capital  shortage  for new or expanding firms was equity
financing and  long-term debt.  To overcome this  problem some entrepreneurs
developed creative solutions.  For example, a  prospective  restaurant operator
raised much of his  capital  in  the form of small  personal  notes with  10 to  15
years duration.  Another person,  seeking to establish a  farm machinery
dealership, was able to obtain  financing only after  an established businessman
agreed to cosign the note.  Even then,  the loan  term  (5  years) was much
shorter than desired.
Transferring the ownership of an  existing business can  be  almost as
difficult as financing a  new one.  In  some  cases the owner may attach a
seemingly  inflated valuation to the building  and/or existing  inventory, while
in  others the owner simply  cannot find many prospective buyers.  Sometimes a
lack of  buyers may  indicate that the town  is  no  longer a  viable site for a
certain type of business, but this study  revealed several  instances of
seemingly viable  businesses in  small  towns that were likely to close  because
no new  proprietor could be  found.  Some potential  solutions to this problem
that several  interviewees suggested were  (1)  seller-financing of a business
purchase in  much the same manner as  the contract for deed that  is  common in
sales of farmland and (2)  developing an  "opportunity network" to bring sellers
in  contact with potential  buyers.25
Business Recruitment
Business recruitment efforts by these communities  included efforts  not
only to attract new  basic sector employers  but also to  round out the  local
retail  sector.  Frequently, the  retail  recruitment efforts  were aimed at
replacing a business that had  been  lost  previously.  Automobile dealers, farm
machinery dealers, and furniture stores were some examples of retail
establishments targeted  for recruitment by certain towns.
Local  development organizations often emphasize that their efforts  are
aimed  at attracting noncompeting  stores, but the study  results cast some doubt
on  the wisdom of this approach.  On numerous occasions  in  several  communities,
the study team was told that the loss  of one auto dealer, machinery dealer,
etc.  hurts the remaining one(s).  The desire of consumers to comparison shop
was the reason most frequently cited to explain this situation.
In  attracting new  basic employers, the most obvious success story was
Carrington, which had  succeeded  in  recruiting Say-O-Tone Manufacturing from
Montana.  This firm manufactures thermoplastics used  in  making plastic doors
and  exterior siding.  As a  way of helping the firm  relocate, several  local
businesspeople used their trucks to help move the firm's equipment from
Montana.  (Unfortunately, Say-O-Tone Manufacturing did not  live up to  its
initial  promise.  As this report was being  completed, Carrington officials
reported that the firm was  going out of business.  Marketing problems were
cited as the primary cause of the firm's demise.)
Other examples, however, point out  that attracting a  major basic
employer does  not  guarantee local  retail  success.  For example, the town of
Stanton  has experienced population growth associated with the establishment of
several  large  coal  mines and power  plants in  the vicinity, but the  local
retail  sector has  realized only  limited benefits.  The plant workers who
reside  in  Stanton do most of their shopping elsewhere.  Local  residents
commented that most of the workers were not  long-term  residents  of the  town
and that they seemed to have  less loyalty  to local  businesses than  lifelong
residents have.
Two towns that were striving to capitalize on  existing manufacturers
were Gwinner  and Lisbon.  Gwinner had two firms that were engaged in
subcontract work for Melroe Manufacturing, and  Lisbon  had one Melroe
subcontractor  and was trying to encourage another.
Promotional  Campaigns
Most of the communities surveyed were undertaking  "special  day"
promotions and/or offering  "hometown dollars" as  an enticement to encourage
shopping in  town.  Typical  of the special-day promotions were farmer
appreciation days.  It  was not  always clear, however, that  these promotions
were particularly effective  in  boosting  retail  sales.  Hometown dollars
typically  involve  interest free  loans  to residents  from a local  bank with
businesses absorbing a small  interest charge for  funds spent in  their store.
These promotions  are typically  run during the pre-Christmas  period.26
Another example  of coordinated promotion that was  common to most of the
communities was a monthly or bi-weekly advertising pamphlet with  information
from a  number of  local  businesses.  A  variation on this theme was found  in
Hettinger where advertising materials from a  number of businesses were
distributed monthly  in  a  plastic  "mailbag."
When asked to evaluate the effectiveness of  local  media for advertising
and  community promotion, most  respondents indicated that a  home-owned
newspaper could  be a  major asset to a  community.  When the local  paper was
owned by a  syndicate,  residents often complained that  not enough attention was
given to  local  events.  Local  radio stations also received  favorable reviews
in  several  of the towns.  Few of the businesses visited  used television
advertising extensively, but  several towns were experimenting with television
ads to promote the community  generally.
A  major conclusion with respect to promotion of a  community's business
sector is  that certain services can  be a  major attraction factor.  The medical
services complex in  particular was frequently cited as a  factor that drew
people to some  towns from a  wide area.  The town of Hettinger was particularly
noteworthy in  that  its  hospital  and  clinic seemed to be  the community's major
dominant  business.  The quality of medical  facilities was also cited  as a
factor  influencing the  residential  decisions of retiring farm families.  Other
services or facilities frequently cited  as attraction factors were schools and
grain elevators.
The town of Carrington  has similarly attempted to exploit a  unique  local
feature--the town's location.  Because the community is  located almost
equidistant from the state's  four major population centers,  local  leaders have
been  promoting the town as a  natural  site for meetings and  conventions.
Critical  Needs of Business Communities
The ultimate objective of the community  interviews was to identify major
needs common to the business communities of small  rural  towns.  The North
Dakota  interviews  revealed some  needs that could be  addressed only through a
communitywide effort and others  that reflected specific problems common to
many local  businesses.  The most basic among the problems  requiring
communitywide action  is  the need  for economic diversification  in  a  group of
rural  communities that  have been  heavily dependent on  agriculture.
Some of the communities studied  had achieved at  least  limited success in
broadening their economic base.  Their experience  indicates that successful
economic development efforts  require a  long-term commitment and  effective
coordination of effort among the community's business and civic  leaders, as
well  as  an  awareness of  resources that may be  available from higher  levels of
government.  The presence of a paid  development coordinator or chamber
executive seemed to be  a critical  factor  in  assuring continuity of community
efforts.  However, smaller towns may not  be able to afford the services of
such an  individual.  A county- or  regionwide economic development office may
be  a partial  solution  in  such  cases.27
Examination of the communities that have succeeded in  broadening their
economic base also suggests that both  recruitment  and entrepreneurship  have
played  important  roles in  their success.  Thus, the findings of this study,
like those of John et  al.  (1988),  support the conclusion that both techniques
have a place in  a community's economic development strategy.  Perhaps most
important is  the  need  for communities  to take a strategic approach to  planning
and  implementing their economic development efforts.  Such an  approach
emphasizes (1)  determining community goals and  (2)  identifying available
resources and constraints with the aim of  (3)  identifying the town's
comparative advantages relative to  other towns and  localities.  These
advantages, which could be  based on a  variety of factors  including the natural
resource base,  location, the  skills of the  labor force, or the availability of
serviced  land, can  serve as a  basis for  identifying development and  promotion
opportunities.  (For  further discussion of this concept, see Henshall  Hansen
Associates 1988.)
Turning to needs of  individual  businesses,  both business proprietors  and
community leaders  indicated a  high  level  of  interest in  technical  assistance
for  businesses.  Areas frequently mentioned as  deserving more attention
included financial  management, developing business  plans, merchandising,
inventory management,  personnel  management, and  customer  relations.  While
NDSU Extension  has been offering an  expanded program of technical  assistance
to  rural  businesses, there appears to be a  substantial  demand for further
programs  in  these areas.
A  problem mentioned by  some businesses was difficulty in  attracting and
retaining quality personnel.  An  innovative solution to this problem was
reported  by  one of the businessmen interviewed.  He offered a  $500  college
scholarship  to high  school  students who worked four years for his  firm.
Finally, the  most pervasive problem mentioned was difficulty  in
obtaining equity or  long-term debt financing for  new ventures or major
expansions.  While some of the  reported reluctance  by  local  lenders  to supply
funds to new  or expanding enterprises may be a rational  response to adverse
local  economic conditions, our observations as  well  as those of others  (see,
for example, Daniels and  Crockett 1988)  suggest that  rural  entrepreneurs
generally have  less access to various forms of equity capital  than those
located in  more urbanized  areas.  State or local  initiatives to make venture
capital more  readily available to businesses in  rural  areas could potentially
help resolve this problem, although careful  analysis of potential  investments
would certainly  be  required.  In  addition, improved  access to technical
assistance in  developing a  business plan and making key financial  management
decisions could  aid some  potential  entrepreneurs  in  gaining approval  of their
loans.
Findings of the Retail Trade Survey
As mentioned earlier, a  structured survey of business establishments was
conducted in  12  of the study communities.  A total  of 214 usable  surveys were
returned for a response  rate of about  72 percent  (Table 17).  About two-thirds
of the  respondents provided both general  business  information and the
financial  profile of their firm, while the  remaining one-third provided
information  about their general  operations only.28
TABLE 17.  NUMBER OF QUESTIONNAIRES DISTRIBUTED AND NUMBER OF RESPONDENTS
BY TOWN, NORTH DAKOTA,  1988
Number  Business That Supplied Information About
Town  Distributed  General  Operations  Financial  Profile
Ashley  23  12  9
Bottineau  42  35  17
Carrington  42  25  20
Crosby  31  21  20
Gwinner  10  10  6
Hettinger  37  27  16
Maddock  13  12  7
New England  12  9  3
Pembina  6  5  4
Rugby  44  31  19
Stanley  32  24  17,
Stanton  5  3  2
Total  297  214  140
General  Business Characteristics
Information about a  number of characteristics  of the responding
businesses is summarized in  Table 18.  The businesses  represented most of the
types typically found  in  small  agricultural  trade centers in  the Midwest and
Great Plains.  All  business types for which five or more usable returns were
received are identified  in  Table  18.  Business types that were encountered
most frequently were  restaurants, grocery stores, farm equipment dealers,
hardware stores,  farm supply centers,  and clothing  stores.
Almost 97  percent of the businesses were  locally owned.  About 20
percent were franchises, and  about 7 percent were part of a national  or
regional  chain  (Table 18).  The firms had typically been in  existence about 30
years;  about  17  percent had  been established in  the last  10  years,  and 15
percent had a  history of more than  50 years.  The firms had been under their
present ownership for a  much shorter period.  The typical  (median) firm had
been under  its present ownership for  10  years, and  about  32 percent  had
changed ownership  (or been established) in  the last five years.29
TABLE  18.  SELECTED CHARACTERISTICS OF BUSINESSES SURVEYED IN
TWELVE NORTH DAKOTA TOWNS, 1988
Item  Number  Percent
Type  of business:
Farm supply  12  5.6
Lumber and building supplies  9  4.2
Hardware  14  6.5
Variety  5  2.3
Grocery store  20  9.3
Auto dealer  7  3,3
Auto supply  6  2.8
Gasoline and convenience store  10  4.7
Farm equipment  14  6.5
Clothing  11  5.1
Furniture  6  2.8
Household appliances  6  2.8
Restaurants  34  15.9
Drug store  9  4.2
Liquor store  6  2.8
Gasoline and  oil  (bulk)  7  3.3
Hotel  or motel  7  3.3
Beauty or barber shop  5  2.3
Other  26  12.1
Total  214  100.0
Business ownership and  control:
Locally owned  206  96.7
Franchise  43  20.2
Regional  or national  chain  14  6.6
Cooperative  7  3.3
Years firm has  been in  existence:
Mean  32.2  --
Median  30
Distribution:
Less than one  3  1.4
1-10  33  15.8
11-20  38  18.2
21-30  36  17.2
31-50  67  32.1
More than  50  32  15.3
Total  209  100.0
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TABLE  18.  SELECTED CHARACTERISTICS OF BUSINESSES SURVEYED IN
TWELVE NORTH DAKOTA TOWNS, 1988  (CONTINUED)
Item  Number  Percent
Years firm has  been under
present ownership:
Mean  13.2  -
Median  10
Distribution:
Less than  1  10  4.7
1-  5  59  27.7
5-10  48  22.5
11-20  55  25.9
21-30  21  9.8
31-50  16  7.5
More than 50  4  1.9
Total  213  100.0




Less than  10  3  1.5
11-20  29  14.7
21-30  51  25.9
31-40  40  20.3
41-50  35  17.8
More than 50  39  19.8
Total  197  100.0
Competitive advantaAe  (first
cited):
Good service  80  38.5
Competitive  prices  43  20.7
Large  inventory  25  12.0
Quality product  23  11.1
Other  37  17.7
Total  208  100.0
Competitive advantage (second
cited):
Good service  33  28.2
Competitive prices  21  17.9
Large inventory  19  16.2
Quality products  13  11.1
Other  31  26.6
Total  117  100.031
The typical  business reported that  its  trade area  had a radius of  about
40 miles.  (However, it  should be  noted that many businesses  indicated that
their trade area was truncated in  some directions and  more extensive in
others.)  Good service, competitive prices, a  large  inventory, and quality
products were most often cited as  the firms' competitive advantages.
Not surprisingly, almost all  of the  retailers  (99  percent) viewed
customer relations  as  "very important"  to their business  (Table 19).  However,
when asked  how frequently they or their employees  attend training  on customer
relations,  almost 43  percent replied  "never,"  and  another 10  percent indicated
that such  training occurred  less than  once per  year.  Most  (70 percent)  felt
that price markdowns were  important  in  their business.  About 40  percent said
that markdowns occurred  continuously, while another  25 percent have  sales
every one  to three months.
Not  quite two-thirds of the  respondents  rated their store displays as
good or very good.  The  average respondent spent  about 2.7  percent of their
annual  sales volume on  advertising  (the median value was 2.0  percent).
Newspaper and  radio were the  most heavily  used advertising media, accounting
for  an average of  41  and  28 percent of advertising expenditures,  respectively
(Table 20).
The average business surveyed employed 3.8  full-time workers  (Table
21).  About 24  percent had no  full-time employees, and  the median  value was
two.  The average firm also had  2.6 year-round, part-time employees and 0.9
seasonal  part-time employees.
The  typical  business  operator  was  about  44  years  old  and  had  received
about  two  years  of  postsecondary  education  (Table  22).  Almost three-fourths
said they were active  in  the  local  Chamber of Commerce or business club,  and
almost all  (99  percent) banked  locally.
Business operators were asked what change had  occurred in  their sales
volume during the last  two years and what change they anticipated over  the
next two years  (Table 23).  The average operator  reported that volume had
increased by  less than 1  percent during the  past two years  (this compares to
an  increase in  taxable sales  statewide of  1.2  percent from  1985  to 1987).
More than  half of the  respondents  reported that their volume had  either
decreased  or shown no  change.  When queried about changes anticipated for  the
next two years, the  average expected change was 3.9 percent.  However, more
than  half of the operators again expected either a  decline in  volume or no
change.
In  evaluating the success of their business,  43 percent said  that it
was  "very successful,"  and  51  percent said it  was "somewhat successful."
About  60  percent indicated that  they were satisfied with the success of their
business and the associated lifestyle  it  supports.32
TABLE  19.  CUSTOMER RELATIONS AND MERCHANDISING PRACTICES OF
BUSINESSES SURVEYED IN  TWELVE NORTH DAKOTA TOWNS,  1988
Item  Number  Percent
Perceived importance of
customer relations:
Very important  212  99.1
Somewhat important  2  0.9
Not very  important  0  0
Frequency of training on
customer relations:
Never  86  42,6
Less than once per year  20  9.9
Once per year  43  21.3
Two or three times per year  29  14.4
Four to six times per year  7  3.5
Once per month  12  5.9
Ongoing  5  2.5
Total  202  100.0
Importance of markdowns:
Yes  143  70.1
No  61  29.9
Frequency of markdown sales:
Continuous  75  39.7
Every one to three months  47  24.9
Two or three times per year  13  6.9
Once per year  2  1o1
Special days  18  9.5
Other  13  6.9
Never  21  11,1
Total  189  100.0
Rating of store displays:
Very good  33  16.5
Good  92  46.0
Fair  59  29.5
Poor  15  7.5
Very poor  1  0.533
TABLE 20.  ADVERTISING PRACTICES OF BUSINESSES SURVEYED IN
TWELVE NORTH DAKOTA TOWNS, 1988
Item  Number  Percent
Percentage of annual  sales
spent on advertising:
Mean  --  2.7
Median  --  2.0
Distribution:
0  to 0.5  32  16.2
0.51  to  1.0  42  21.4
1.1  to 2.0  50  25.3
2.1  to 5.0  53  26.9
More than 5.0  20  10,2





















TABLE  21.  NUMBER OF EMPLOYEES OF BUSINESSES SURVEYED IN
TWELVE NORTH DAKOTA TOWNS, 1988
Item  Number  Percent




None  50  23.8
One  39  18.6
Two or three  42  20.0
Four or Five  30  14.3
Six to ten  29  13.8
Eleven or more  20  9.5
Total  210  100.0
Number of year-round
part-time employees:
Mean  2,6  -
Median  1  --
Distribution:
None  81  38.4
One  43  20.4
Two or three  44  20.8
Four or five  13  6.2
Six to ten  17  8.1
Eleven or more  13  6.2
Total  211  100.0
Number of seasonal
part-time employees:
Mean  0.9  --
Median  0  --
Distribution:
None  132  63.5
One  35  16.8
Two or three  28  13o5
Four or five  5  2.4
Six or more  8  3.8
Toa  20  100.0-
Total 208 100.035
TABLE 22.  AGE, EDUCATION, AND ACTIVITIES OF PROPRIETORS OF
BUSINESSES SURVEYED IN  TWELVE NORTH DAKOTA TOWNS, 1988
Item  Number  Percent
Age of proprietor or
manager:
Mean  44.7  --
Median  43.5
Distribution:
30 or  less  28  13.2
31-40  55  25.9
41-50  57  26.9
51-60  54  25.5
61  or more  18  8.5
Total  212  100.0





Less than  12  12  5.6
12  75  35.2
12  to 15  67  31.5
16  36  16.9
More than 16  23  10.8
Total  213  100.00
Proprietor or manager is
active in  chamber of commerce
or business club:
Yes  151  71.6
No  60  28.4
Does the business bank locally?
Yes  211  98.6
No  3  1.4
How often does business borrow
operating funds:
Ongoing  31  14.8
Often  (at least once every 6 mo.)  27  12.9
Sometimes (every 1-2  yrs.)  36  17.2
Seldom  56  26.8
Never  59  28.236
TABLE  23.  EXPERIENCE AND FUTURE OUTLOOK OF PROPRIETORS OF
BUSINESSES SURVEYED IN  TWELVE NORTH DAKOTA TOWNS, 1988
Item  Number  Percent
Change in  sales or service
volume in  last two years:
Mean  0.23
Median  0  -
Distribution:
Negative  70  38.9
Zero  27  15.0
0.1  to 5  21  11.7
5.1  to  10  24  13.3
10.1  to 20  24  13.3
More than  20  14  7.8
Total  180  100.0
Expected change in  sales or service




Negative  42  24.7
Zero  45  26.5
0.1  to 5  21  12.4
5.1  to  10  28 . 16.5
10.1  to 20  22  12.9
More than 20  12  7.1
Total  170  100.0
Successfulness of business:
Very successful  92  43.2
Somewhat  successful  109  51.2
Not very successful  12  5.6
Satisfaction with business success
and the  lifestyle it  supports:
Yes  124  59.6
No  84  40.4
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TABLE 23.  EXPERIENCE AND FUTURE OUTLOOK OF PROPRIETORS OF
BUSINESSES SURVEYED IN  TWELVE NORTH DAKOTA TOWNS, 1988  (CONTINUED)
Item  Number  Percent
Single biggest external problem:
Declining population  39  31.5
Economic conditions  33  26.6
Competition  21  16.9
Solution:
Stable economy  26  27.4
Industrial  development  25  26.3
No solution  7  7.4
Single biggest  internal problem:
Cash flow/debt  26  32.1
Employees  25  30.9
Can't afford  help  12  14.8
Solution:
Better management  14  20.6
Tougher credit  11  16.2
Stable economy  7  10.3
Proprietor or manager has used the
services of:
Paid business consultant  37  18.4
Small  business development center  19  9.5,
Extension Service  35  17.4
Community college  18  9.0
Other  19  9.538
Concerning the  largest single problem facing their business, the  most
commonly cited problems were those associated with declining population and
unfavorable economic conditions  (Table 23).  The possible solutions most often
mentioned were  improved economic conditions or  increased  industrial
development.  Some factors might be  more directly  influenced  by  an  individual
manager;  about 9  percent of  respondents mentioned they needed better
management, 7  percent would tighten credit policies, and  5.5 percent would
control  inventory more closely.
Business operators also were asked  about the sources of technical
assistance they might have utilized.  About  18  percent had used  the services
of a  paid  business consultant,  and  17  percent  had utilized the Extension
Service  (Table 23).
Financial  Profiles
Of the respondents,  140,  or about 65  percent, provided the detailed
financial  data requested in  the second section  of the questionnaire.  One
reason for collecting this detailed information was to provide a  basis for
constructing financial  profiles and  ratios  for types of firms that are
frequently found in  rural  areas.  These financial  profiles provide business
managers with a  benchmark for evaluating the strengths and weaknesses of their
own business  (Fraser 1985;  Financial Management  Research Centre 1985).
Financial  profiles drawn from a  sample of  rural  businesses may be particularly
useful  to managers of such firms because the benchmark information that is
currently available is  generally based on nationwide samples that may not be
representative of the conditions facing rural  businesses  (Robert Morris
Associates  1986,  Dunn and Bradstreet).  In  addition, some of the most widely.
used  industry profiles are not  based on  random samples of all  firms of a  given
type but  rather are drawn from data submitted by banks (Robert Morris
Associates 1986).  Thus, they may not  be  representative of those firms that do
not  regularly borrow from banks (Droms et  al.  1979).
Information  regarding assets, debt,  and net worth of participating firms
is  summarized  in  Table 24.  The average firm had total  assets valued at
$330,784, but half of the businesses had assets of $162,455  or  less.
Inventory made  up about  41  percent of the total  asset value, and  long-term
assets  (e.g.,  buildings, equipment)  accounted for 36 percent.  About  11
percent of the firms reported no debt, while the average firm had debts
totalling about $164,000.  A  few  large values  influence the averages
considerably;  the median debt level  was  $60,000.  The firms'  short-term
liabilities amounted to about  50 percent of their total  obligations,  while
long-term debt made up  39  percent.  The  net worth of the average firm was
about $170,200.  About  39  percent  reported net worth of  less than $50,000,
while  17  percent had net worth exceeding $250,000.  Balance sheet data for the
13  business types that were most frequently encountered are summarized  in
Appendix Table 4.  Medians and quartiles for balance sheet data and  key  ratios
for the seven most common business types are summarized in  Appendix Table 5,
and these values are compared with comparable  figures from the standard
national  sources in  Appendix Tables 6-19.39
TABLE 24.  BALANCE SHEET  CHARACTERISTICS OF BUSINESSES SURVEYED
IN TWELVE NORTH DAKOTA TOWNS, 1988
Item  Units  Value
Total  assets:
Mean  dollars  330,784
Median  dollars  162,455
Distribution:
Less  than $50,000  percent  13.9
$50,000 to 99,999  percent  18.2
$100,000  to 249,000  percent  35.1
$250,000 to 499,000  percent  14.6
$500,000 or more  percent  18.2
Composition of assets:
Short-term,  liquid  percent  10.1
Inventory  percent  41.1
Accounts receivable  percent  7.7
Long-term (plant, equipment)  percent  35.8
Other  percent  5  3
Total  debts:
Mean  dollars  164,024
Median  dollars  60,000
Distribution:
No debt  percent  11.1
$1  to 24,999  percent  15.6
$25,000 to 49,999  percent  17.7
$50,000  to  99,999  percent  21.5
$100,000 to 249,999  percent  17.1
$250,000 to 499,999  percent  7.4
$500,000 or more  percent  9.6
Composition  of debt:
Notes  payable  (one yr. or  less)  percent  21.8
Accounts payable  percent  21.9
Other short-term  liabilities  percent  6.4
Long-term debt  percent  38.7
Other  percent  11.2
Net worth:
Mean  dollars  170,198
Median  dollars  79,295
Distribution:
Zero or  negative  percent  5.9
$1  to 9,999  percent  6.7
$10,000  to 24,999  percent  12.6
$25,000 to 49,999  percent  14.1
$50  000 to 99,999  percent  14.0
$106,000  to 249,999  percent  29.7
$250,000 to 499,999  percent  10.3
$500,000 or more  percent  6.740
Key  income statement data for the firms are summarized  in  Table 25.  The
average firm had gross receipts  totalling $635,538,  gross profits of $148,739,
and  gross  income of $153,996.  Total  deductions for these firms averaged
$130,789  leaving a net  profit of $22,500.  About 45  percent of the business
operators indicated that a salary for the owner or manager was  included in  the
total  deductions, and  the average  annual  payment  reported by these persons was
$23,666.  WKen the owner or manager's salary is  added  to the net  profit, an
average of $32,412  was  reported.  As was the case for the balance  sheet
information,  the median values are much smaller than the mean values and  may
better reflect the situation of the typical  firm.  Income statement data are
reported by business type in  Appendix Table 20.
Business operators were also asked what changes they had  made in  their
business during the past three years.  More than half reported stepped-up
collection efforts on past due accounts and measures to reduce excessive
inventories  (Figure 6).  Reductions in  labor force were reported  by 42
percent, and  40  percent had started charging  interest on overdue accounts.
The business operators were also asked  about the composition  of their
sales.  Cash sales made up 71  percent of the average firm's sales, while
credit  sales accounted for  23 percent  (Table 26).
Key operational  data are summarized by  business type in  Appendix Table
21.  Examination of this table  indicates substantial  differences among
business types.  Auto dealers, farm supply stores, and  farm equipment dealers
had the most full-time employees, while grocery stores  and  restaurants often
had  substantial  numbers of part-time workers.  The percentage of sales spent
for advertising was highest for hardware stores and  household appliance
dealers and  lowest for farm supply dealers.  Newspaper and  radio were the
dominant forms of advertising  for most types of businesses.  However, hardware
and  grocery stores both made extensive use  of direct mail  and  of the  local
advertiser/shopper.
Cash sales were the major sales form for many business types.  Credit
sales,  however, made up more than half of total  sales for lumber and building
materials, auto supply, farm equipment, and  gas and  oil  bulk dealers.
Concerning the change  in  their sales over the past two years, drug
stores and farm supply dealers had  the best experience with average  sales
increases exceeding  10  percent.  Household appliance and  auto dealers had  the
least favorable outcomes.  Looking ahead, managers of most business types
expected  growth in  sales,  but  auto supply, gas  and convenience store, and
clothing store operators expected decreased sales, on  average.
A  final  question dealt with what topics the operators would like to have
more  information about and  the form  in  which they would  like to  receive it.
Employee and/or customer  relations, marketing strategies,  and the use of
comparable averages  (such as the financial  ratios derived  from this survey)
were the  topics about which  information was most often desired (Table 27).41
TABLE  25.  INCOME  STATEMENT  CHARACTERISTICS  OF  BUSINESSES
SURVEYED  IN  TWELVE  NORTH  DAKOTA  TOWNS,  1988
Item  Mean  Median
Revenue:
Net  receipts  (sales  less  returns)  $635,538  $285,957
Cost  of  goods  sold  486,799  172,342
Gross  profit  (gross  margin)  148,739  97,028
Other  income  5,257  0
Gross  income  153,996  100,928
Operating  expenses:
Advertising  6,277  4,000
Car  and  truck  4,229  1,173
Commissions  1,052  0
Depreciation  9,465  4,600
Employee  benefit  programs  3,216  0
Interest  8,399  4,858
Office  expense,  repairs,  and  supplies  7,546  3,414
Pension  and  profit-sharing  plans  307  0
Rent  on  business  property  3,848  75
Taxes  (e.g.,  real  estate)  5,504  2,566
Travel  and  entertainment  1,172  10
Utilities  and  telephone  8,573  5,470
Wages  (except  owner/manager)  45,266
Owner/manager  salary  10,405  --
Other  expenses  15,564  6,665
Total  deductions  $130,789  $77,370
Net  profit  or  loss:  22,500  12,018
Net  profit  or  loss  before  owner/
manager  salary:  $32,412  $15,353
TABLE  26.  COMPOSITION  OF  SALES  FOR  BUSINESSES
Item  Mean  Median
Percent  of  total  sales
made  up  of:
Cash  sales  71.3  80
Credit  sales  23.0  10
Credit  card  sales  2.8  0
Other  financing  2.3  042
Stepped up collection efforts on
past due accounts
Reduced excessive  inventories
Reduced labor force



















Figure 6. Business Adjustments Undertaken in  the Last Three Years by
Operators of Businesses Surveyed  in  Twelve North Dakota Towns, 1988
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TABLE  27.  TYPES  OF  INFORMATION  AND  DELIVERY  MEDIA  DESIRED  BY  BUSINESS  OPERATORS  SURVEYED
IN TWELVE  NORTH  DAKOTA  TOWNS,  1988
Percent  Preferred  Delivery  Media
Who  Information  Workshops/  Individual
Type  of  Information  Desire  Circular  Seminars  Counseling  Combination
Record  keeping  and  business
procedures  46.3  57.4  25.9  9.3  7.5
Inventory  management  47.2  57.1  32.1  5.4  5.4
Asset  management
(current/intermediate)  43.1  57.4  19.1  14.9  8.6
Capital  planning  - evaluating
money  sources  43.5  56.0  18.0  16.0  10.0
Cost  control  44.3  57.1  20.4  10.2  12.3
Consumer  credit  35.8  65.0  20.0  5.0  10.0
Loan  packaging  and  financing  33.3  38.5  20.5  20.5  20.5
Use  of  comparable  averages
(survey  results)  54.0  83.6  8.2  4.9  3.3
Marketing  strategy  59.7  56.5  27.5  5.8  10.1
Employee  and/or  customer
relations  61.0  52.2  29.0  4.3  14.5
Visual  merchandising  .47.2  53.7  27.8  7.4  11.2
Information  circulars  were  the  form  in  which  most  respondents  preferred  to
receive  the  information,  but  workshops  or  a  combination  of  delivery  methods
were  frequently  suggested  for  inventory  management,  employee  or  customer
relations,  and  loan  packaging  and  financing.
Key  financial  characteristics  of  the  seven  most  common  business  types
are  summarized  in  Table  28.  These  measures  are  also  compared  with  values
reported  by  three  national  sources.  Examination  of  Table  28  indicates  that
for  most  of the  business  types,  survey  respondents  were  not  as  highly
leveraged  as  their  national  counterparts,  and  they  generally  had  higher  values
for  both  the  current  ratio  and  the  quick  ratio,  indicating  a strong  short-run
solvency  position.  (Farm  equipment  dealers  were  an  exception  to  this overall
pattern.)
When  measures  of  sales  and  profitability  are  examined,  however,  the
rural  retailers  represented  in  the  survey  generally  appear  to  be  in  a
relatively  unfavorable  position.  Ratios  of  net  sales  to  total  assets,  net
sales  to  net  fixed  assets,  and  cost  of  goods  sold  to  cost  of  inventory  all
reflect  relatively  low  sales  volumes  and  slow  inventory  turnover.  These
factors  in  turn  result  in  a ratio  of  net  profit to  net  worth  that  is  generally
lower  than  those  reported  by  the  national  sources.44
TABLE  28.  COMPARISON OF SELECTED FINANCIAL CHARACTERISTICS FROM RETAIL SURVEY AND
SELECTED NATIONAL SOURCES  FOR SEVEN  BUSINESS TYPES
Source
Financial
Business Type/  North Dakota  Robert Morse  Research  Dun  and





Current  ratio (median)
Quick ratio (median)
Net sales + total  assets (median)
Net sales +  net fixed assets
(median)
Cost of goods sold +  inventory
(median)





Current  ratio (median)
Quick ratio (median)
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Net  sales +  net fixed assets
(median)
Cost of goods sold +
inventory (median)

















































TABLE  28.  COMPARISON OF SELECTED FINANCIAL  CHARACTERISTICS FROM RETAIL SURVEY AND
SELECTED NATIONAL SOURCES FOR SEVEN  BUSINESS TYPES (CONTINUED)
Source
Financial
Business Type/  North  Dakota  Robert Morse  Research  Dun and





Current  ratio (median)
Quick ratio (median)
Net sales + total  assets  (median)
Net sales +  net fixed assets
(median)
Cost of goods sold +
inventory  (median)





Current  ratio (median)
Quick ratio (median)
Net sales + total  assets (median)
Net sales + net fixed assets
(median)
Cost of goods sold +
inventory (median)

















































TABLE 28.  COMPARISON OF  SELECTED FINANCIAL CHARACTERISTICS  FROM RETAIL SURVEY AND
SELECTED NATIONAL  SOURCES FOR SEVEN BUSINESS TYPES  (CONTINUED)
Source
Financial
Business Type/  North Dakota  Robert Morse  Research  Dun and
Financial Measure  Retail  Survey  Associates  Associates  Bradstreet




Current ratio  (median)
Quick ratio  (median)
Net sales +  total  assets (median)
Net sales ÷  net fixed assets
(median)
Cost of goods sold -
inventory  (median)





Current  ratio (median)
Quick ratio (median)
Net  sales +  total  assets (median)
Net sales - net fixed assets
(median)
Cost of goods sold -
inventory  (median)

















































TABLE  28.  COMPARISON  OF  SELECTED  FINANCIAL  CHARACTERISTICS  FROM  RETAIL  SURVEY  AND
SELECTED  NATIONAL  SOURCES  FOR  SEVEN  BUSINESS  TYPES  (CONTINUED)
Source
Financial
Business  Type/  North  Dakota  Robert  Morse  Research  Dun  and
Financial  Measure  Retail  Survey  Associates  Associates  Bradstreet
Grocery  store
Debt-to-asset  ratio:
Mean  0.49  0.72
Median  0.60  --  0.35  0.50
Current  ratio  (median)  5.0  1.3  3.2  2.3
Quick  ratio  (median)  1.9  0.3  1.0  0.6
Net  sales  + total  assets  (median)  5.1  6.8  6.3  4.7
Net  sales  + net  fixed  assets
(median)  10.2  24.4  --  22.5
Cost  of  goods  sold  +
inventory  (median)  9.9  14.9  -
Net  profit  + net worth  (median)  1.6  2.7  0.5  1.0
--  Indicates  data  not  available  from  this  source.
SOURCE:  Appendix  Tables  6 through  19.
NEW  FIRMS  AND  OWNERSHIPS
Because  the  1980s  have  been  characterized  as  a  period  of  economic  stress
for  many  rural  businesses,  it  is  interesting  to  examine  the  characteristics  of
firms  that  have  been  established  in  the  last  ten  years  and  of  individuals  who
have  purchased  rural  businesses  during  this  period.  Characteristics  of  such
firms  are  presented  in  Appendix  Table  22  where  they  are  also  contrasted  with
those  of all  firms.
The  new  firms  and  those  under  new  ownership  include  a  variety  of
business  types.  Restaurants  were  the  business  type  encountered  most
frequently  and  were  most  common  among  the  new  ownerships.
Local  ownership  predominated  among  both  new  firms  and  new  ownerships.
These  two  groups  spent  about  the  same  percentage  of  their sales  for
advertising  as  the  average  for  all  businesses.  They  had  fewer  full-time  but
more  part-time  employees.48
When asked  about their change  in  sales volume over the past two years,
new firms had  the most favorable experience,  reporting an  increase of almost
11  percent.  New ownerships  had done somewhat better than  all  businesses with
a  growth of 2  percent compared to 0.2  percent for all  firms.  Perhaps  because
of this previous experience, new firm proprietors and new owners were more
optimistic about potential  sales changes over the next two years.
New owners and owners of new  firms had  lower levels  of assets,  debt, and
net worth than the  average for all  businesses  (Appendix Table  22).  Their
average net  profit was slightly  lower than that for all  businesses, but when
net profit  levels are compared before  subtracting the owner's  salary, a
substantial  difference is  noted.  Apparently new owners and owners of new
businesses tend to draw substantially smaller salaries than more established
businessmen.
The educational  attainment of the  new owners and proprietors of new
firms was about the same  as that of other business owners,  and they were only
slightly younger.  A  majority of all  three groups were active in  the Chamber
of Commerce.  Concerning business adjustments they had  made, new owners were
less  likely to make  inventory  reductions, more likely to have increased
business  hours, and  less  likely to have  reduced their work force than other
businesses.  New firms were less  likely to have restructured debt,  reduced
inventory,  reduced  labor force, and  stepped up collection efforts  but more
likely to have  changed business hours  (either  increase or decrease)  and
increased  labor force.
The new  owners and  new business operators also asked what types of
information they would  like to  receive.  These businesspersons were somewhat
more  likely to  request information about recordkeeping  and  capital  planning.
CONCLUSIONS AND  IMPLICATIONS
The purpose of this project was to  identify strategies that have  been
successfully employed by  rural  communities to  revitalize their  retail  sectors.
Data from detailed case studies of thirteen North Dakota towns with
populations ranging  from about 600  to about 3,100  provided a  basis for
evaluating organizational  techniques, funding options,  recruiting methods, and
promotional  campaigns.
All  but two of the towns studied had an  economic development
corporation, and  some  had more than one organization that promoted economic
growth.  These organizations tended  to key their efforts toward the goals of
(1)  broadening the community's economic  base and  (2)  promoting and
strengthening the  local  retail  and  service sector.  There  is  a  logical
necessity for most communities to pursue  both of these objectives.  Without
economic diversification to offset the declining employment base provided by
the agriculture and mining sectors, most rural  areas of the state face a
future of economic stagnation and decline  (for example, see  Coon and  Leistritz
1989).  Unless the economic base can  be  broadened through development efforts,
towns may find themselves competing for shares of a stable or even shrinking
retail  sales  volume.  On the other hand,  attracting a new basic employer does
not  guarantee local  retail  success.  If  local  merchants cannot meet the49
expectations  of their clientele,  these individuals will  likely  increase their
patronage of urban malls.  Small  town retailers must be in  touch with their
market if  they are to  retain and  expand their market share.
The experience of the more successful  towns indicates that effective
economic development efforts  require a  long-term commitment and  coordination
of efforts among  business and civic  leaders,  as well  as  awareness of the
resources available from higher levels of  government.  The presence of a  paid
(full-time or part-time) development coordinator (or chamber executive) seems
to be a  critical  factor in  assuring continuity of efforts.  Because  smaller
towns probably cannot afford the services of such an  individual,  county or
regionwide  development offices may deserve greater attention.
Both business proprietors and  community leaders  identified problems and
needs of local  businesses.  In  general,  the two groups  identified similar
problems, which fell  into two groups:  (1)  those that could be  solved by
action of  an  individual  proprietor and  (2)  those that  require collective
action.  Expanded educational  and technical  assistance programs could help
businesses cope with  individual  problems of financial  management,
merchandising,  inventory management, personnel  management, and customer
relations.  On the other hand, many promotional  or development  initiatives
require action by a  majority  of business operators or by  the entire  community.
A  major conclusion from the  study was that the  degree of  interdependence
among a  town's businesses and  between businesses and service facilities may
often be  underestimated.  It  was often  noted that  loss  of one auto dealer or
furniture store may have a  noticeable  (negative) spillover effect  on other
stores,  including those that were direct competitors.  Similarly, services,
such  as the medical  services complex, were often cited  as a  key factor that
drew customers to a  town from a  wide area.  Business proprietors  and  community
leaders should take these interdependencies  into account in  planning for a
town's future.
The most pervasive problem confronting businesses was difficulty in
obtaining equity or  long-term debt financing for  new ventures, major
expansions,  or a  change of ownership.  It  appears that  rural  entrepreneurs
have  less access to various forms of equity  capital than  those in  urban areas,
and the  growth of branch  banking may be  reducing access to debt capital.
State  or  local  initiatives to make venture  capital more  readily available in
rural  areas could  help alleviate these problems.
Finally, perhaps the most  important single  lesson from the study is  the
need for both individual  businesses and communities to adopt a  strategic
approach in  planning their future.  This approach features an outlook  that
anticipates the future,  reflecting a  readiness to make the most of
opportunities arising from change as well  as  acting to forestall  potential
threats.APPENDIX53
APPENDIX  TABLE  1.  AGRICULTURAL  SALES  TO  FINAL
DEMAND  AS  A PERCENT OF  TOTAL  SALES  TO FINAL
DEMAND,  1960,  1970,  1980,  AND  1987,  NORTH  DAKOTA
PLANNING REGIONS
Year
Region  1960  1970  1980  1987
----  ----  --  ...---.percent-  ....--------------- r
1  39.0  45.2  21.4  20.6
2  52.2  38.8  34.5  31.4
3  70.5  60.0  59.5  52.4
4  58.8  32.0  48.1  45.4
5  59.7  45.4  52.8  50.3
6  75.2  64.7  66.0  64.8
7  48.0  41.9  28.0  26.0
8  74.5  55.1  23.7  34.6
State  62.9  46.8  43.9  43.0
SOURCE:  Coon and Leistritz,  1989.APPENDIX  TABLE 2  CRUDE  OIL PRODUCTION  BY COUNTY,  NORTH  DAKOTA,  1958-1988
Year












131,166  287,407  459,116  444,118  3567,29  129,157  318,088  293,482  351,432  327,956  293,440  271,98  290,493  255,643  208,363  187,796
4,192276  6,022,179  6,084982  6,056688  6,504,503  6,692,702  7,061,722  7,537,692  7,490,374  6,297,167  6,928,739  4,668,041  4,035,796  4,287350  3,980,787  4,056,917
5,462,596  5,609,147  6,209,749  6,121,448  6,860,926  7,096,412  7,148,941  6,642,290  7,063,425  6,214,610  6,304,403  6,927,440  5,636,826  6,081,110  4,764,593  4,487,26
9,786,027  10,918,733  12763,846  12,621,164  13,722,958  13,919,271  14,528,751  14,473,464  14906,231  12,893,72  1226,582  10,857,439  9,963,116  9,62,103  8,943,743  .8,732,239
1,145,785  1,962,76  2,293,743  3,131,914  2,964,962  2,682,291  2,577,924  2,679,714  2,642,917  2,400288  2,304,490  2,645,125  2,802,373  2,843809  2,940,971  2,841908
1,278,644  929984  8,693098  3,960,116  3,76109  3,065849  3,42,220  3,393368  2,996387  2,670,033  2,426,505  1,988,30  1,866,77  1,799,859  1,749,022  1,436,219
- - 7,643  10,06  10,937  47,863  56,078  64,712  42,706  41,492  31,826  25,148  21,443  17,171  19,788  19,898
1,598,40  1,477,127  1,61364  1,459,00  1,470,244  1,39,067  1,416,065  1,129,120  1,13810  959,264  1,004,077  848,401  677,716  502,721  446620  380,714
31,773  199,146  781,427  1382,582  1,677609  1,573,668  2,08,579  2,521,807  2,251,407  2,144,322  2,088,052  1,804,686  1,678,887  1,665,434  1,766,660  1,75,821
- - - - 10,774  25,547  7,246  4,951  37,044  215,046  371,281  539,487  662,122  458,427  297,717
State Region 2  4,064,652  6,568,32  8,89,476  9,944,718  9,886361  9,179502  9,86,413  9,785,967  9,076,378  8262,443  8,069,996  7,682,964  7,406,681  7,491,16  7,381,88  6,732,277









State Retgion  8
North Dakota
370,090  365,701  478,461  608,250  646,77  650,569  746,486  1,252,388  2,179,081  2,363,321  4,174,609  3,53,934  2,999,976  1,675,293  1,85,830  2,221,269
15,213  11,87  63,229  399,727  883,261  1,015,766  789,073  706,800  7563,67  711,358  643,343  641,085  748,731  932,794  980,379  1,47,129
- - 39,617  66,420  43,171  29,930  27,681  23,949  32,106  23,696  17,669  18,107  11,642  15,376  11,583  2,697
S  - - - - - - - - 39,023  58,129  64,23  89,332  70,071
S  - - - - 69,589  107,581  87,473  67,614  44,714  128,803  120,854  104,339
33,297  61347  8,317  30,170  48,037  35,074  61,943  103,714  110,640  1,016,76  1,401,946  1,450,509  1,966,394  1,721,476  1,241,100  916,081
418,600  383,88  679,624  1,104567  1,621,244  1,731,329  1,615,173  2,086~31  3,144,773  4,22233  6,326,039  6,570,272  5,829,586  4,637996  4,299,078  4,770,86
14,259,279  17,816,850  21992,945  23,671,115  25,175,563  25,030,102  25,730,346  26,45,778  27,126,243  25,314759  25,039,995  22,706,384  22,000300  21,654,201  20,624,199  20,235,104
(Continued)
L,4ý::
I  ----  -- s  - - - - - - -~---  ----  - - - - `-APPENDIX  TABLE  2.  CRUDE  OIL  PRODUCTION BY COUNTY,  NORTH DAKOTA,  9198-1988  (CONTINUED)
Year
County  1974  1975  1976  1977  1975  1979  1980  1951  1982  1953  1984  1985  9856  1987  1985
-------- _  .- barrels-..
169,284  234,182  269,813  229,723  194,63  221,023  271,999  433,490  512,111  764,732  1,018,061
4,441,068  4,257,177  4,659,29  5,466,176  6,668,692  7,537,169  8,988,573  9,632,761  10,593,887  13,388,85  16,130,713
4,394,387  4,516,452  4,721822  4,892,176  4,469036  4,579,775  4688,064  4,6566316  4,822,792  271,63  6,738,771
9,004,729  9,007,811  9,640964  10,688,076  11,332,291  12,337,967  13948,26  14,722657  16,928,790  19,424,780  22,887,545
2,64,399  2,486,724  2,448,742  2,421,466  2,448,378  2,606,866  2,662,66  2,631,171  2,551,497  2,476,774
1,185673  1,024,181  1,200,410  919,819  780,829  708,430  718,143  768,046  1,380,411  1502,559
14,842  19,307  19,477  20,486  14,176  12,786  13,660  21,562  17,944  18,359
341,774  303,754  250,874  226,118  167,626  359960  604,944  484,844  394224  643,978
1,581,198  1,80156  2,038,301  1,799,187  1,619,133  1,398,319  1,394,243  1,12,156  1,462925  1,366,834
231,084  174,944  142,348  121,329  103,566  86,769  166,398  14,491  93,945  81,274






















85,082  69,406  43,149

















- - - - - - 1,052  4.467  2274  222  - - - -
















































19,696,849  20,451,051  21,724,690  23,272,804  24,816,577 30,913888 4054,030  46,706,999  47,48,128  60,736,503  52,663,42  60,946,04  45,652223  41364,295  39,356,884
2,074,91  2,115634  2,078355  2,183,063  ,074,811  7,075233  14,458,738  19,532,476  18,468,966  17,349,422  15,527,216
1,436804  1,437371  1,798,284  1,804,039  1,694,533  1,32,156  1,53280  1,472,330  1,430,731  1,462658  1,810212
695  43505  96,370  985,672  1,647,103  2,747,452  2,755,447  2,662628  3,707576  3,731,573  3,762,833
56,146  49,163  50,098  52,240  71,007  286,881  450,165  583,735  616,830  572,026  545,211
- - - - - - 36,920  35,060  30,481  23,253  23.518
86,186  79,468  76,413  93,141  76,168  51,139  41,691  43,394  72,601  91,294  83,504
1,050,078  1,908,883  2,082,064  2,058,179  1,786,166  1,611,433  1,574,162  1,206299  1322,140  2,087830  1,811,428




APPENDIX  TABLE  3.  NUMBER  OF  OIL RIGS  DRILLING  IN NORTH  DAKOTA,
1978-1988
Year  Jan.  Feb.  Mar.  Apr.  May  June  July  Aug.  Sept.  Oct.  Nov.  Dec.
1978  34  34  40  40  42  44  50  55  55  50  52  49
1979  48  52  55  55  61  65  80  87  74  75  75  84
1980  80  80  83  88  85  90  90  90  96  98  100  105
1981  115  125  125  125  125  138  135  145  145  146  122  120
1982  122  114  95  65  64  63  63  53  60  56  51  46
1983  42  30  17  24  35  53  41  41  39  57  70  72
1984  59  42  45  45  53  58  62  57  41  52  49  38
1985  33  28  39  26  34  34  38  45  45  41  47  47
1986  35  20  10  6  4  6  10  13  14  14  14  12
1987  10  8  5  6  7  13  13  14  21  25  26  23
1988  18  17  18  16  16  16  13  12  12  11  12  13APPENDIX  TABLE 4.  BALANCE  SHEET  CHARACTERISTICS  BY  BUSINESS  TYPE FOR  BUSINESSES  SURVEYED  IN TWELVE  NORTH  DAKOTA TOWNS,  1988
Business Type
Farm Supplies  Lumber/uilding  Hardware  Grery Store  Auto Supply  Gas/Cony. Store  Auto  Dealer


















49,440  4.6  6,967  2.3
425,097  39.4  176,917  58.4
128,939  12.0  27,085  8.9
603,476  556.9  210,959  69.7
207,124  19.2  86,463  28.6
268.034  24.8  6.306  1.8










Current ratio'  2.52
Quick  ratio*  0.74
Net sales/accounts  receivable  12.94
Cost of goods  sold/inventory  3.12
Earnings  before  interest  & taxes/
Interest'  4.34
Debts/assets  0.40
Debt/net  worth  0.66
Net profit/net  worth'  0.07
Net profit  (BOS)net  worth  0.11
Net profit  & interest/total  assets'  0.05
Net profit (BOS)  & interest/total  assets'  0.07
Net sales/fixed  assets  8.06
Net sales/total  assets  1.55
Net sales/sq.  ft. selling  space  299.62
9.7  15,416  5.1
7.9  9,676  3.2
4.7  1,497  0.5
22.2  26,589  8.8
3.9  52,849  17.5
13.7  1.399  0.5
39.8  80837  26.7









































































13.6  37,271  17.5
34.8  122,815  57.5
4.5  34.024  15.9
52.9  194,110  90.9
40.8  14,447  6.8
6.3  4920  2.3
100.0  213477  100.0
3.6  2,378  1.1
3.7  12,373  5.8
2.9  1000  0.5
10.2  15,762  7.4
35.2  20,005  9.4
3.9  0  0.0
49.3  35756  16.7

























































































166.89APPENDIX TABLE 4.  BALANCE  SHEET  CHARACTERISTICS  BY BUSINESS  TYPE FOR BUSINESSES  SURVEYED  IN TWELVE  NORTH  DAKOTA
TOWNS,  1988(CONTNUED)
Business  Type
arm Euipment  Clothing  HH Appliances  Restaurant  Drug Store  Gas/Oil/Bulk  AllBusinesses





















Net sales/accounts  receivable
Cost of goods sold/nventory




Net profit/net  worth*
Net profit (BOS)net  worth'
Net profit & interest/total  assets*
Net profit  (BOS) & interest/total  assets'
Net sales/fixed  assets
Net sales/total  assets
Net sales/sq. ft.  selling space
36,492  3.6  10,372  7.9  4,832  4.8  12,046  10.6  23,176  12.0  42,673  6.5  22,873
773,849  75.9  70,756  53.7  43,41  41  11,148  9.8  131,891  68.4  177,922  26.9  150,559
84.54  8.8  5,180  3.9  .8,11  3.1  1,969  1.7  14.5  7.5  104.375  15.8  31,368
894,895  87.7  86,257  65.4  51,594  50.9  25,163  22.1  169,580  87.9  324,969  49.2  204,800
105,135  10.3  40,276  30.6  38,127  37.6  80,638  70.9  19,958  10.3  264,515  40.0  96,444
19843  1.9  ,270  4.0  11.614  11.5  947  7  7.0  3.365  1.7  71129  10.8  31,420
10194  00.100.0  31  1800.0  101.335  100.0  113748  100.0  192,903  100.0  660,614  100.0  332664
160,165  15.7  17,483  13.3  8,702  8.6  5,944
348,829  34.2  3,500  2.7  2,168  2.1  1,820
20789  2.0  3.465  2.6  11,139  11.0  140
529,783  51.9  24,449  18.5  22,009  21.7  7,904
273,370  26.8  53,788  40.8  34,922  34.5  46,947
o0.737  2.0  0  0.0  672  0.7  758
80.8  78.237  59.4  7603  56.8  5609























































































15,945  2.4  36,060
62,278  9.4  36,134
17.138  2.6  10,614
95,362  14.4  82,808
98,977  15.0  63,875
47.398  7.2  18439
241,736  36.6  16  122













































Percent  of total assets.
urrnt ratio  = total current assets/total  curent liabilities.
'Quick ratio =  short-term  liquid and  accounts  receivable/total current  liabilities.
dEarnings before  interest  and  taxes/interest  = (net profit  before taxes  and interest)/interest.
'Net profit/net worth  = net profit before taxes/net worth.
Net profit  (BOS)/net worth  = net profit  before owner's  salary  and interest/total  assets.
Net profit  and interest/total assets  = net  profit  before  interest/total  assets.
SNet  profit (BOS)  and interest/total  assets = net  profit before  owner's salary and  interest/total  asseta.APPENDIX  TABLE  5.  BALANCE  SHEET DATA  AND  KEY RATIOS BY BUSINESS  TYPE FOR  BUSINESSES  SURVEYED  IN  TWELVE  NORTH  DAKOTA  TOWNS,  1988
Business  Type
Item  Unit  Farm  8upplies  Hardware  rocery  store  Uas/Iony.  tore  Farm Equipment  iestaurant  Drug  Store  All  usinesses



















































































































0.247  0.028  0.154  0.029  0.704
0.362  0.205  0.603  0.259  0.780




























0.142  0.114  0.175
0.600  0.225  0.468
0.788  0.618  0.727
3.79  1.91  1.30  1.61  4.41
6.01  6.88  1.51  6.98  8.05
11.08  26.31  3.40  8.61  19.42
0.46  0.34  0.57  1.01  0.08  0.06  0.82
0.82  1.64  1.88  3.20  0.12  1.25  1.94
1.49  6.98  2.82  6.41  0.62  4.00  2.88
8.70  23.30  66.29
11.18  44.03  126.75
















0.77  2.48  1.35  4.76
4.08  4.18  2.04  10.15
















0.03  0.19  0.03  1.26
0.26  1.55  0.35  3.16



















45.25  26.57  14.46
49.36  34.71  33.41






































Un k0APPENDIX  TABLE &  BALANCE  SHEET DATA  AND  KEY RATIOS  BY BUSINESS  TYPE  FOR BUSINESSES  SURVEYED  IN TWELVE  NORTH DAKOTA TOWNS,  1988
(CONTINUED)
Busines  Type
Item  Unit  Fam muppes  Hardware  Uocery Store  Uasmcny.  Iore  Farm  Equipment  Mataurai  Drug  Sore  AU  Iuiiuamea
















































0.04  0.03  0.08  0.15  0.02
0.06  0.11  0.14  0.32  0.02
0.08  0.16  0.36  0.66  0.08
0.07  0.03  0.08  0.15  0.01
0.10  0.16  0.22  0.32  0.08
























































.43  2.87  1.31  1.12  2.29  1.19
5.13  4.39  1.79  1.48  2.51  1.76
7.51  6.37  2.40  2.13  3.16  3.09
20.20  216.20  170.00  M16.00  26.90  136.00  68.60
55.00  250.00  560.50  866.90  53.30  168.0  138.70
88.80  282.00  1,239.80  1,730.40  95.10  253.30  273.60
''  "61
APPENDIX TABLE 6.  COMPARISON OF MEDIAN VALUES OF BALANCE SHEET COMPOSITION  FROM RESULTS OF
NORTH DAKOTA RETAIL SURVEY AND SELECTED NATIONAL SOURCES  FOR RESTAURANTS
Source
Financial
North Dakota  Robert Morse  Research  Dun and
Retail  Survey  Associatesa  Associatesb  Bradstreet
dollars  percentc  percentc  percentc  dollars  percentc
Assets
Short-term,  liquid  12,046  10.6  14.9  5.39  34,127  16.1
Accounts receivable  1,969  1.7  1.9  2.29  8,691  4.1
Inventory  11,148  9.8  4.8  4.63  15,262  7.2
Total  Current  25,163  22.1  21.6  --  58,080  27.0
Long-term  80,638  70.9  53.0  43.74  75,249  35.5
Other  7,947  7.0  25.4  --  78,641  2.7
Total  Assets  113,748  100.0  100.0  --  211,970  100.0
Liabilities
Notes payable, short-term  5,944  5.2  6.2  --  10,175  4.8
Accounts payable  1,820  1.6  10.1  12.28  17,382  8.2
Other short-term  140  0.1  22.4d  12.37  31,372  14.8
Total  Current  7,904  6.9  38.7  - 58,928  27.8
Long-term  46,947  41.3  35.6  --  56,172  26.5
Other  758  0.7  2.0  - 424  0.2
Total  Debt  55,609  48.9  76.3  --  115,525  54.5
Net worth  58,139  51.1  23.7  --  96,446  45.5
aValues  for  firms  in  the  asset  value  range  of  $0
bValues  for  firms  in  the  asset  range  of  $100,000
CPercent  of  total  assets.
dContains  the  current  portion  of  long-term  debt.
to $1  million.
to $250,000.62
APPENDIX TABLE  7.  COMPARISON OF MEDIAN VALUES OF SELECTED FINANCIAL RATIOS FROM THE RESULTS
OF THE NORTH DAKOTA RETAIL SURVEY AND SELECTED NATIONAL SOURCES FOR RESTAURANTS
Source
Financial
North Dakota  Robert Morse  Research  Dun and
Ratios  Retail  Survey  Associatesa  Associatesb  Bradstreet
Current  ratio  5.98  .6  1.1  1.2
Quick ratio  1.25  .4  .8  .7
Net  sales/accounts receivable  49.36  20.6  72. 04c
Cost of goods sold/inventory  7.09  42.7
Earnings before  interest
and taxes/interest  1.55  2.5
Debts/assets  .60  .71  .55c
Debt/net worth  1.14  3.8  .48  .90
Net profit/net worth  .11  .43
Net profit  (BOS)/net worth  .15
Net profit & interest/total  assets  .11
Net profit  (BOS) &
interest/total  assets  .14
Net sales/net fixed assets  2.31  6.9  8.32c
Net sales/total  assets  1.48  3.3  3.4  2.95c
Net sales/sq.  ft.  selling space  53.30
aValues  for firms  in  the asset value range of $0  to




APPENDIX TABLE 8.  COMPARISON OF MEDIAN VALUES OF BALANCE SHEET  COMPOSITION FROM RESULTS OF
NORTH DAKOTA RETAIL SURVEY AND SELECTED NATIONAL SOURCES  FOR FARM EQUIPMENT
Source
Financial
North Dakota  Robert Morse  Research  Dun and
Retail  Survey  Associatesa  Associates  Bradstreet
dollars  percentc  percent-  percentc  dollars  percentc
Assets
Short-term, liquid  36,492  3.6  6.2  b  63,236  8.1
Accounts receivable  84,554  8.3  15.4  b  96,025  12.3
Inventory  773,849  75.9  59.6  b  465,291  59.6
Total  Current  894,895  87.7  81.2  b  624,552  80.0
Long-term  105,135  10.3  12.7  b  60,894  7.8
Other  19,843  1.9  6.1  b  95,244  12.2
Total  Assets  1,019,874  100.0  100.0  b  780,690  100.0
Liabilities
Notes payable, short-term  160,165  15.7  20.6  b  104,612  13.4
Accounts payable  348,829  34.2  17.5  b  127,252  16.3
Other short-term  20,789  2.0  10.7  b  142,866  18.3
Total  Current  529,783  51.9  48.8  b  374,730  48.0
Long-term  273,370  26.8  13.5  b  78,850  10.1
Other  20,737  2.0  1.0  b  781  .1
Total  Debt  823,890  80.8  63.3  b  454,361  58.2
Net worth  195,984  19.2  36.7  b  326,328  41.8
aValues  for  firms  in  the  asset  value  range  of  $0  to  $1 million.
bNot  available.
CPercent  of total  assets.
dContains  the  current  portion  of  long-term  debt.64
APPENDIX TABLE 9.  COMPARISON OF MEDIAN VALUES OF SELECTED FINANCIAL .RATIOS FROM THE RESULTS
OF THE NORTH DAKOTA RETAIL SURVEY AND SELECTED NATIONAL SOURCES FOR FARM EQUIPMENT
Source
Financial
North Dakota  Robert Morse  Research  Dun and
Ratios  Retail  Survey  Associatesa  Associates  Bradstreet
Current ratio  1.51  1.7  b  1.7
Quick ratio  .12  .5  b  .3
Net sales/accounts receivable  48.90  16.1  b  12.06c
Cost of  goods sold/inventory  2.03  2.7  b
EBIT/ nterest  .82  1.7  b
Debts/assets  .78  b  58.20c
Debt/net worth  3.16  1.8  b  1.38
Net profit/net worth  -.09  b
Net  profit (BO.S.)/net worth  .04  b
Net profit & Interest/total assets  .02  b
Net profit  (BOS)  &
interest/total  assets  .08  b
Net sales/net fixed assets  27.08  33.1  b  19.02c
Net sales/total  assets  1.79  2.3  b  1.48c
Net sales/sq. ft. selling space  866.90  b
aValues  for  firms. in the  asset  value  range  of
bNot  available.
CMean.
$0  to  $1 million.65
APPENDIX TABLE  10.  COMPARISON OF MEDIAN VALUES OF BALANCE SHEET COMPOSITION FROM RESULTS OF
NORTH DAKOTA RETAIL SURVEY AND SELECTED NATIONAL SOURCES  FOR GAS/CONVENIENCE STORE
Source
Financial
North Dakota  Robert Morse  Research  Dun and
Retail  Survey  Associatesa  Associates  Bradstreet
dollars  percent'  percentc  percente  dollars  percentc
Assets
Short-term, liquid  8,787  8.2  11.1  b  31,977  16.1
Accounts receivable  8,981  8.4  13.4  b  22,642  11.4
Inventory  23,170  21.7  27.7  b  44,093  22.2
Total  Current  40,938  38.4  52.2  b  98,712  50.0
Long-term  49,914  46.8  37.0  b  44,887  22.6
Other  15,767  14.8  10.8  b  55,017  28.0
Total  Assets  106,619  100.0  100.0  b  198,616  100.0
Liabili  ties
Notes payable, short-term  3,835  3.6  6.5  b  9,534  4.8
Accounts payable  3,278  3.1  16.3  b  21,053  10.6
Other short-term  764  .7  16, 0d  b  24,033  12.1
Total current  7,877  7.4  38.8  b  54,619  27.5
Long-term  22,412  21.0  26.0  b  37,737  19.0
Other  475  .4  2.6  b  199  .1
Total  Debt  30,764  28.9  67.4  b  92,555  47.0
Net worth  75,855  71.1  32.6  b  106,061  53.4
"Values  for  firms  in  the  asset  value  range  of  $0  to  $1  million.
bNot  available.
CPercent  of total  assets.
dContains  the  current  portion  of  long-term  debt.66
APPENDIX TABLE 11.  COMPARISON OF MEDIAN VALUES OF SELECTED FINANCIAL RATIOS  FROM THE




North Dakota  Robert Morse  Research  Dun  and
Ratios  Retail  Survey  :Associatesa  Associates  Bradstreet
Current  ratio  5.88  1.4c  b  2.3c
Quick ratio  3.20  .7  b  1.0
Net sales/accounts receivable  40.16  73.1  b  44.  17
Cost  of goods sold/inventory  14.45  31.0  b
EBIT/interest  10.15  2.3  b
Debts/assets  .26  b  .47 6
Debt/net worth  .35  1.8  b  .67
.Net  profit/net worth  .34  b
Net  profit (BOS)/net worth  .34  b
Net  profit & interest/total assets  .32  b
Net profit  (BOS) &
interest/total  assets  .32  b
Net sales/net fixed assets  5.92  24.9  b  22  28c
Net sales/total  assets  4.39  6.5  b  5.03c
Net sales/sq. ft.  selling space  560.50  b
aValues  for  firms  in  the  asset  value  range
bNot  available.
CMean.
of $0  to $1  million.67
APPENDIX TABLE  12.  COMPARISON OF MEDIAN VALUES OF BALANCE SHEET COMPOSITION  FROM RESULTS OF
NORTH DAKOTA RETAIL SURVEY AND SELECTED NATIONAL SOURCES FOR DRUG STORE
Source
Financial
North Dakota  Robert Morse  Research  Dun  and
Retail Survey  Associatesa  Associatesb  Bradstreet
dollars  percent0   percent0   percent-  dollars  percent0
Assets
Short-term, liquid  23,176  12.0  6.0  9.34  21,100  11.5
Accounts receivable  14,512  7.5  16.5  12.83  24,586  13.4
Inventory  131,891  68.4  51.8  48.80  91,005  49.6
Total  Current  169,580  87.9  74.3  --  136,691  74.5
Long-term  19,958  10.3  16.6  8.15  18,531  10.1
Other  3,365  1.7  9.1  - 28,256  15.4
Total  Assets  192,903  100.0  100.0  --  183,478  100.0
Liabilities
Notes payable,  short-term  10,529  5.5  6.3  --  8,257  4.5
Accounts payable  18,849  9.8  20.5  36.43  28,439  15.5
Other short-term  2,549  1.3  14 .4d  13.62  18,164  9.9
Total  current  31,927  16.6  41.2  --  54,860  29.9
Long-term  38,860  20.1  20.8  --  30,824  16.8
Other  0  0.0  1.4  - 183  .1
Total  Debt  70,787  36.7  63.4  --  85,867  46.8
Net worth  122,116  63.3  366  --  97,610  53.2
aValues  for  firms  in  the  asset  value  range  of  $0
bValues  for  firms  in  the  asset  range  of  $100,000
cPercent  of  total  assets.
dContains  the  current  portion  of  long-term  debt.
to 1  million.
to $250,000.68
APPENDIX TABLE 13.  COMPARISON OF MEDIAN VALUES OF SELECTED FINANCIAL RATIOS  FROM THE
RESULTS OF THE NORTH DAKOTA RETAIL SURVEY AND SELECTED NATIONAL SOURCES FOR DRUG STORE
Source
Financial
North Dakota  Robert Morse  Research  Dun  and
Ratios  Retail  Survey  Associatesa  Associatesb  Bradstreet
Current ratio  8.05  2.0  3.3  3.0
Quick ratio  1.94  .5  .9  .9
Net sales/accounts receivable  34.71  25,2  2685  23,39c
Cost of goods sold/inventory  2.72  4.7
EBIT/interest  9.52  3.5
Debts/assets  .23  o43  .47c
Debt/net worth  .17  1.8  .63  .63
Net profit/net worth  .13  .20
Net profit  (BOS)/net worth  .31
Net profit & interest/total  assets  .14
Net profit  (BOS) &
interest/total  assets  .25
Net sales/net fixed assets  23.94  28,4  31.03c
Net sales/total assets  2.51  3.4  3.3  3,130
Net sales/sq. ft. selling space  168.50
aValues for firms in  the asset value range of $0  to $1  million.
bValues for firms  in  the asset range of $100,000 to $250,000.
CMean,69
APPENDIX TABLE 14.  COMPARISON OF MEDIAN VALUES OF BALANCE SHEET COMPOSITION FROM RESULTS OF
NORTH DAKOTA RETAIL SURVEY AND SELECTED NATIONAL SOURCES FOR FARM SUPPLIES
Source
Financial
North Dakota  Robert Morse  Research  Dun and
Retail  Survey  Associatesa  Associates  Bradstreet
dollars  percentc  percentc  percentc  dollars  percentc
Assets
Short-term,  liquid  49,440  4.6  8.8  b  25,610  11.9
Accounts  receivable  128,939  12.0  23.7  b  20,014  9.3
Inventory  425,097  39.4  35.3  b  94,046  43.7
Total  Current  603,476  55.9  69.0  b  139,670  65.0
Long-term  207,124  19.2  24.0  b  37,877  17.6
Other  268,034  24.8  8.2  b  37,662  18.0
Total  Assets  1,078,634  100.0  100.0  b  215,209  100.0
Liabilities
Notes payable, short-term  104,484  9.7  16.6  b  15,926  7.4
Accounts payable  85,153  7.9  16.5  b  33,357  15.5
Other short-term  50,286  4.7  10.9d  b  26,901  12.5
Total  current  239,923  22.2  44.0  b  76,184  35.4
Long-term  42,363  3.9  17.2  b  35,725  16.6
Other  147,431  13.7  .9  b  0
Total  Debt  429,717  39.8  62.1  b  111,909  52.0
Net worth  648,917  60.2  37.9  b  103,300  48.0
aValues  for  firms  in  the  asset  value  range  of  $0  to  $1  million.
bNot  available.
CPercent  of  total  assets.
dContains  the  current  portion  of  long-term  debt.70
APPENDIX TABLE  15.  COMPARISON OF MEDIAN VALUES OF SELECTED FINANCIAL RATIOS FROM THE
RESULTS OF THE NORTH DAKOTA RETAIL SURVEY AND SELECTED NATIONAL SOURCES  FOR FARM SUPPLIES
Source
Financial
North Dakota  Robert Morse  Research  Dun and
Ratios  Retail  Survey  Associatesa  Associates  Bradstreet
Current  ratio  3.25  1.6  b  2.0
Quick  ratio  .82  .8  b  .6
Net  sales/accounts receivable  11.18  15.4  b  24.23c
Cost of goods sold/inventory  3.65  7.3  b
EBIT/interest  4.08  1.9  b
Debts/assets  .36  b  .52c
Debt/net worth  .46  1.7  b  .88
Net profit/net worth  .07  b
Net profit (BOS)/net worth  .14  b
Net profit & interest/total  assets  .06  b
Net profit  (BOS) &
interest/total  assets  .10  b
Net sales/net fixed assets  8.70  15.4  b  12,80c
Net sales/total  assets  1.97  3.0  b  2.25c
Net sales/sq. ft. selling space  482.00  b
aValues  for  firms  in the  asset  value  range
Not  available.
CMean.
of  $0  to  $1 million.71
APPENDIX TABLE  16.  COMPARISON OF MEDIAN VALUES OF BALANCE SHEET COMPOSITION FROM RESULTS OF
NORTH DAKOTA RETAIL SURVEY AND SELECTED NATIONAL SOURCES  FOR HARDWARE
_.Source
Financial
North Dakota  Robert Morse  Research  Dun and
Retail  Survey  Associatesa  Associatesb  Bradstreet
dollars  percentc  percentc  percentc  dollars  percentc
Assets
Short-term, liquid  22,228  10.7  5.5  4.16  21,018  8.5
Accounts  receivable  10,673  5.1  12.9  17.42  26,457  10.7
Inventory  115,472  55.7  57.8  55.91  133,276  53.9
Total  Current  148,373  71.6  76.2  --  180,751  73.1
Long-term  44,058  21.3  11.9  6.57  24,479  9.9
Other  14,881  7.2  11.9  --  42,035  17.0
Total  Assets  207,312  100.0  100.0  --  247,265  100.0
Liabilities
Notes payable, short-term  7,076  3.4  11.3  2.81  14,094  5.7
Accounts payable  10,467  5.0  14.1  30.95  25,963  10.5
Other short-term  13,520  6.5  11 .5d  2.42  23,985  9.7
Total  current  31,063  15.0  36.9  --  64,042  25.9
Long-term  17,899  8.6  20.3  - 41,788  16.9
Other  2,364  1.1  2.6  --  495  .2
Total  Debt  51,326  24.8  59.8  - 106,325  43.0
Net worth  155,986  75.2  40.2  --  140,941  57.0
aValues  for  firms  in  the  asset  value  range  of  $0
bValues  for  firms  in the  asset  range  of  $100,000
CPercent  of total  assets.
dContains  the  current  portion  of  long-term  debt.
to 1  million.
to $250,000.72
APPENDIX TABLE  17.  COMPARISON OF MEDIAN VALUES OF SELECTED FINANCIAL RATIOS FROM THE
RESULTS OF THE NORTH DAKOTA RETAIL SURVEY AND SELECTED NATIONAL SOURCES FOR HARDWARE
Source
Financial
North Dakota  Robert Morse  Research  Dun and
Ratios  Retail  Survey  Associatesa  Associatesb  Bradstreet
Current ratio  7.14  2.4  2.2  3.6
Quick ratio  1.64  .5  .7  .8
Net  sales/accounts receivable  44.03  23.5  15.6  16.7c
Cost of goods sold/inventory  1.59  2.4
EBIT/interest  4.18  2.3
Debts/assets  .21  .78  .43C
Debt/net worth  .26  1.4  2.9  .56
Net profit/net worth  .11  2.7
Net profit  (BOS)/net worth  .19
Net profit & interest/total  assets  .11
Net profit  (BOS) &
interest/total assets  .16
Net sales/net fixed assets  6.52  2.71  18.03c
Net sales/total  assets  1.39  2.3  2.8  1.78c
Net sales/sq. ft. selling space  55.0
aValues  for firms  in  the  asset  value
bValues  for  firms  in  the  asset  range
CMean.
range of $0  to $1  million.
of $100,000 to $250,000.73
APPENDIX TABLE  18.  COMPARISON OF MEDIAN VALUES OF BALANCE SHEET COMPOSITION FROM RESULTS OF
NORTH DAKOTA RETAIL SURVEY AND SELECTED NATIONAL SOURCES FOR GROCERY STORE
_  Source
Financial
North Dakota  Robert Morse  Research  Dun and
Retail  Survey  Associatesa  Associatesb  Bradstreet
dollars  percentc  percent'  percentO  dollars  percentc
Assets
Short-term, liquid  41,604  13.6  8.9  11.96  46,478  13.6
Accounts receivable  13,678  4.5  5.1  1.18  16,062  4.7
Inventory  106,310  34.8  36.9  33.03  122,004  35.7
Total  Current  161,592  52.9  50.9  --  184,544  54.0
Long-term  124,656  40.8  34.2  14.20  71,425  20.9
Other  19,163  6.3  14.9  .20  85,778  25.0
Total Assets  305,411  100.0  100.0  - 341,747  100.0
Liabilities
Notes payable,  short-term  11,095  3.6  7.0  1.56  14,011  4.1
Accounts payable  11,424  3.7  19.2  33.55  45,111  13.2
Other short-term  8,724  2.9  15.2d  11.59  36,225  10.6
Total  current  31,243  10.2  41.4  --  95,347  27.9
Long-term  107,356  35.2  28.7  --  75,184  22.0
Other  12,021  3.9  1.6  --  342  .1
Total  Debt  150,620  49.3  71.7  --  170,873  50.0
Net worth  154,791  50.7  28.3  --  170,874  50.0
aValues  for  firms  in  the  asset  value  range  of  $0
bValues  for  firms  in  the  asset  range  of  $250,000
CPercent  of  total  assets.
dContains  the  current  portion  of  long-term  debt.
to $1  million.
to $500,000.74
APPENDIX TABLE  19.  COMPARISON OF MEDIAN VALUES OF SELECTED FINANCIAL RATIOS  FROM THE
RESULTS OF THE NORTH DAKOTA RETAIL SURVEY AND SELECTED NATIONAL SOURCES FOR GROCERY STORE
Source
Financial
North Dakota  Robert Morse  Research  Dun and
Ratios  Retail  Survey  Associatesa  Associatesb  Bradstreet
Current  ratio  5.01  1.3  3.2  2.3
Quick ratio  1.88  .3  1.0  .6
Net  sales/accounts receivable  126.75  350,7  123.8  100.20c
Cost of goods sold/inventory  9.93  14.9
EBIT/interest  2.04  2,3
Debts/assets  .60  .35  .50c
Debt/net worth  1.55  2.7  .54  .78
Net profit/net worth  .28  .08
Net profit (BOS)/net worth  .53
Net profit & interest/total  assets  .14
Net profit  (BOS) &
interest/total assets  .22
Net sales/net fixed assets  10.23  24.4  22.53c
Net sales/total  assets  5.13  6.8  6.3  4.71C
Net sales/sq. ft. selling space  250.00
aValues  for  firms  in  the  asset  value  range  of  $0  to  $1 million.
bValues  for  firms  in  the  asset  range  of  $250,000  to  $500,000.
CMean,APPENDIX  TABLE  20.  INCOME  STATEMENT  CHARACTERISTICS  BY  MAJOR BUSINESS  TYPES  FOR BUSINESSES  SURVEYED  IN TWELVE  NORTH  DAKOTA
TOWNS,  1988
SBusiness  Type
Farm Supplies  Lumber/Building  Hardware  rocery  tore  Auto Supply  Ga/Cony.  Store  Auto  e
Item  Mean  %"  Mean  %"'  Mean  %  Mean  %  Mean  %"  Mean  '  Mean
Number  providing  financial  information
Revenue:
Gross  receipts  (sales  less returns)
Cost of goods  sold








Employee  benefit  programs
Interest
Office  expense,  repairs,  and supplies
Pension  and profit-sharing  plans
Rent on business  property
Taxes  (e.g., real estate)
Travel  and Entertainment
Utilities  and telephone





























































































































"Percent of gross receipts  or net sales (i.e.,  sales less  returns).
bNet profit  and  interest paid  - other income.
(Continued)
--  5
100.0  306,104  100.0
79.8  208,597  68.1
20.2  97,507  31.9
0.1  5,075  1.7






























































100.0  1,735,666  100.0
80.2  1,531,057  88.2
19.8  204,609  11.8
4.5  15,280  0.9






































-MýAPPENDIX  TABLE  20.  INCOME  STATEMENT  CHARACTERISTICS  BY MAJOR  BUSINESS  TYPES FOR BUSINESSES  SURVEYED  IN TWELVE  NORTH  DAKOTA
TOWNS,  1988 (CONTINUED)
Business  Type
Fa  Equipment  Clothing  H Appliances  Restaurant  Drug Stre  Gas/Oil/Bulk  All Businesses
MeanMe"  Mean  %  an  %  Mean  %  " Mean,  %"  Mean  %"  Mean  I %" Item
Number providing financial  information
Revenue:
Gross  receipts  (sales less  returns)
Cost  of goods  sold





Car  and truck
Commissions
Depreciation
Employee benefit  programs
Interest
Office  expense,  repairs,  and supplies
Pension  and profit-sharing plans
Rent  on business  property
Taxes  (e.g.,  real estate)
Travel and Entertainment
Utilities  and  telephone




Net profit  (or profit before taxes)
Operating  profitb

























194,979  100.0  151,963

























































































S  5 - 139
500,418  100.0  1,209,759  100.0  635,539
354,594  70.9  956,138  79.0  486,799
145,824  29.1  253,621  21.0  148,740
1,523  0.3  4,293  0.4  5,257



















4,597  0.4  6,277
12,702  1.0  4,259
1,100  0.1  1,067
24,103  2.0  9,534
5,603  0.5  3,216
8,901  0.7  8,399
25,130  2.1  7,656
0  0.0  314
2,880  0.2  3,933
5,467  0.5  5,504
1,845  0.2  1,190
7,912  0.7  8,573
64,310  5.3  45,266
11,735  1.0  10,405
32,281  2.7  15,513
208,567  17.2  130,747
49,347  4.1  23,250
























TPercent  of gross receipts  or net  sales (i.e.,  sales less  returns).
"Net profit and interest  paid - other income.
mAPPENDIX TABLE  21.  SELECTED  OPERATIONAL  CHARACTERISTICS  BY BUSINESS TYPE  FOR BUSINESSES  SURVEYED  IN TWELVE  NORTH  DAKOTA
TOWNS,  1988
Business  Type



























Change  in sales or service volume
(last two  years):
Mean
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Expected change  in sales  or service
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-10 to  +15  -10 to +20  -15 to +10
1.7  4.5








































-25 to +20  -45 to  +20
-2.8  2.9
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(Continued)APPENDIX  TABLE  21.  SELECTED  OPERATIONAL  CHARACTERISTICS  BY BUSINESS  TYPE  FOR BUSINESSES  SURVEYED  IN TWELVE  NORTH  DAKOTA
TOWNS,  1988 (CONTINUED)
Business  Type
Item  Unit  Farm  Equipment  Clothing  HH Appliance  Restaurant  Drug Store  Gas/OilBulk  All Businesses






























Expected  change in sales  or service










































-30 to  +20
6.7













































































































-3.7  -8.8  -7.7  10.9  -1.1  0.23
-20 to  +16  -to+15  -50 to +30  3 to  20  -30 to+50  -0  to +100
-1.7  1.2
-15  to  +10  -24 to  +15
4.6  6.7  9.5  3.9
-20 to +50  -4 to  +20  -10  to +50  -25 to +50
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00coAPPENDIX  TABLE  21.  SELECTED  OPERATIONAL  CHARACTERISTICS  BY BUSINESS  TYPE FOR BUSINESSES SURVEYED  IN TWELVE  NORTH  DAKOTA
TOWNS,  1988 (CONTINUED)
Business  Type
Item  Unit  Farm Supplies  Lumber/Building  Hardware  Grocery  Store  Auto Supply  Gas/Cony.  Store  Auto Dealer
Years  firm in existence:
Mean  number  30.9  34.1  44.1  30.5  30.0  25.5  45.4
Median  number  30.5  34.0  42.5  25.5  27.0  26.0  35.0
Years  present ownership:
Mean  number  23.9  16.4  15.4  13.4  11.0  15.7  21.9
Median  number  13.0  8.0  14.0  9.0  10.0  9.0  19.0
Radius  of trade  areas:
Mean  miles  33.4  57.2  32.3  35.3  39.1  31.7  71.4
Median  miles  30.0  50.0  30.0  30.0  32.5  35.0  60.0
Business  adjustments  in  ---------  ---------------- percent yes--
last  3 years:
Restructured  debt  60.0  20.0  20.0  10.0  0.0  0.0  40.0
Reduced  excess  inventory  70.0  80.0  60.0  30.0  80.0  57.1  80.0
Reduced business  hours  30.0  20.0  10.0  10.0  0.0  14.9  0.0
Increased  business hours  20.0  0.0  10.0  50.0  20.0  42.9  0.0
Reduced labor force  50.0  40.0  20.0  50.0  40.0  42.9  40.0
Increased  labor force  33.3  40.0  10.0  33.3  0.0  14.3  40.0
Charged  interest on  overdue  accounts  40.0  80.0  70.0  20.0  40.0  42.9  40.0
Stepped  up collection  efforts  90.0  100.0  70.0  30.0  80.0  42.9  100.0
Leased  rather than purchased  capital items  20.0  0.0  0.0  20.0  20.0  0.0  25.0
(Continued)APPENDIX TABLE  21.  SELECTED  OPERATIONAL  CHARACTERISTICS  BY BUSINESS  TYPE FOR  BUSINESSES SURVEYED  IN TWELVE  NORTH  DAKOTA
TOWNS,  1988 (CONTINUED)
Business  Type
Item  Unit  Farm Equipment  Clothing  HH Appliance  Restaurant  Drug Store  Gas/Oil/Bulk  All  Businesses
Years  firm in existence:
Mean  number  46.8  34.5  14.2  24.2  44.3  24.7  32.2
Median  number  45.0  33.5  13.0  23.0  50.0  25.0  30.0
Years present  ownership:
Mean  number  16.2  13.6  9.8  6.9  15.2  18.9  13.2
Median  number  15.5  8.5  12.5  6.0  14.0  14.0  10.0
Radius  of trade  areas:
Mean  miles  58.5  58.2  40.0  34.9  33.9  32.6  42.5
Median  miles  50.0  60.0  35.0  30.0  30.0  20.0  40.0
Business  adjustments  in  ------------------------- percent  yes-----------------------
last  3 years:
Restructured  debt  50.0  20.0  40.0  26.3  25.0  0.0  29.1
Reduced  excess inventory  87.5  80.0  80.0  42.1  62.5  60.0  58.2
Reduced  business  hours  25.0  0.0  20.0  15.8  12.5  20.0  14.8
Increased business  hours  0.0  0.0  40.0  21.1  12.5  40.0  17.9
Reduced  labor force  25.0  60.0  60.0  63.2  25.0  50.0  42.1
Increased labor  force  62.5  0.0  0.0  5.3  25.0  20.0  22.9
Charged  interest  on overdue  accounts  62.5  80.0  60.0  0.0  50.0  40.0  40.0
Stepped up collection  efforts  87.5  100.0  80.0  26.2  75.0  80.0  60.7
Leased  rather than purchased capital items  28.6  0.0  0.0  5.6  12.5  0.0  10.0
"Percentages do  not  add to  100 due to overlapping  categories.81
APPENDIX TABLE 22.  CHARACTERISTICS OF NEW FIRMS  AND NEW OWNERSHIPS
New  All
Item  Unit  Ownership  New Firms  Businesses
Type of business:
Grocery store  percent  8.5  4.9  9.3
Lumber/building supply  percent  4.2  4.9  4.2
Gas/convenience store  percent  5.1  7.3  4.7
Farm equipment  percent  5.1  0.0  6.5
Clothing store  percent  5.1  4.9  5.1
Furniture store  percent  4.2  0.0  2.8
Restaurant  percent  23.7  17.1  15.9
Variety  percent  0.0  7.3  2.3
Other  percent  44.1  . 53.6  54.8
Ownership:
Locally owned  percent  98.3  100.0  96.7
Franchise  percent  11.1  14.6  20.2
National/regional  chain  percent  5.1  7.3  6.6
Cooperative  percent  0.0  0.0  3.3
Percent of dollars spent on  advertising:
Mean  percent  2.8  3.1  2.7
Median  percent  2.0  2.0  2.0
Range:
0%  to 1%  percent  38.7  31.4  37.6
1.1%  to 2.5%  percent  27.4  34.3  28.8
2.6%  to 5.0%  percent  20.8  20.0  23.3
5.1%  to 7.5%  percent  3.8  2.9  2.5
Over 7.5%  percent  9.4  11.5  7.6
Full-time employees:
Mean  percent  2.5  2.0  3.8
Median  percent  1.0  1.0  2.0
Year-round part-time employees:
Mean  percent  3.1  4.6  2.6
Median  percent  1.0  2.0  1.0
Seasonal  part-time employees:
Mean  percent  1.1  0.9  0.9
Median  percent  0.0  0.0  0.0
Need for operating capital:
On-going  percent  13.9  12.8  14.8
Often  (every 6  months)  percent  10.4  5.1  12.9
Sometimes (every 1-2  yrs.)  percent  22.6  25.6  17.2
Seldom  percent  27.0  28.2  26.8
Never  percent  26.1  28.2  28.2
(Continued)82
APPENDIX TABLE 22.  CHARACTERISTICS OF NEW FIRMS AND NEW OWNERSHIPS (CONTINUED)
New  All
Item  Unit  Ownership  New Firms  Businesses
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APPENDIX TABLE  22.  CHARACTERISTICS OF NEW FIRMS  AND NEW OWNERSHIPS (CONTINUED)
New  All
Item  Unit  Ownership  New Firms  Businesses
Business adjustments:
Restructured debt  percent  25.7  20.8  29.1
Reduced excess  inventory  percent  48.6  48.0  58.2
Reduced business hours  percent  14.3  24.0  14.8
Increased business hours  percent  22.9  36.0  17.9
Reduced  labor force  percent  37.1  32.0  42.1
Increased labor force  percent  22.9  32.0  22.9
Charged  interest on overdue accounts  percent  37.1  36.0  40.0
Stepped  up collection efforts  percent  57.1  44.0  60.7
Leased  rather than purchased  percent  11.1  16.0  10.0
Information desired:
Recordkeeping/business  procedures  percent  56.5  63.6  46.3
Inventory management  percent  46.4  45.5  47.2
Asset management  percent  39.1  50.0  43.1
Capital  planning  percent  51.4  54.5  43.5
Cost control  percent  42.0  27.3  44.3
Consumer credit  percent  37.7  36.4  35.8
Loan packaging/financing  percent  38.6  31.8  33.3
Marketing.  strategy  percent  55.7  59.1  59.7
Employee/customer  relations  percent  56.5  63.6  61.0
Visual merchandising  percent  46.4  36.4  47.285
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